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NOTE. 

The estimated cost of the Taiiff Boaid during its enquiry into 
iiie Cement Industiy is as follow^; — 

Es. A P 

(1) Salaries of members and staff . . 40,205 11 2 

(2) Travelling allowance (including daily 

allowance) ...... 5,415 2 7 

(8) Printing * . . 8,850 0 0 

(4) Contingencies . . 1,488 6 8 



NOTE, 

Tlie estimated cost of tlie Tariff Board immg its enquiry; into 
ihe Coal Industry is as follows : — 


Es« P* 

(1) Salaries of members and staff . . • 4S,790 2 0 

(2) Travelling allowance (including daily allow- 

ance) «««»••• 7^060 6 0 

(3) Printing 2,270 0 0 

(4) Contingencies 1,088 3 0 
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CHAPTER I. 
Intro diictory. 


referred 


In the Resolution of the Government of India in the Commerce 
Department Ifo. 47-T. (49)^ dated 30th 
September 1925, the Tariff Board were 
directed to examine the question whether a 
protective duty should be imposed on imported coal. The Resolu- 
tion reads as follows : — 


The question 
to the Board. 


In accordance with the statement made m the Legislative 
Assembly on the 15th of March 1924, the Government 
of India have now decided to refer to the Tariff Board 
for investigation the question whether a protective duty 
should be imposed on imported coal generally or on 
coal imported from any paxticular country or coxintries, 
and, if so, at what rales. 

Firms or persons interested, who desire that their views should 
be considered by the Tariff Board, should address their 
repxesentations direct to the Secretary, Tariff Board/* 

2. As soon as the Resolution reached us, we invited the Indian 
The proposals of the lining Federatiou, the body wbicb bad 
Indian Mining Federa- taken the lead in advocating protection for 
tion and the Board*8 coal, to submit a vstatement of the pioposals 
Communique. which they desired to put forward. In 

response to our invitation the Federation drew u;^ and submitted, on 
the 28th October 1925, a memoiandum explaining at length the 
measures which they tei'ommended and the reasons which were held 
to Justify them. The proposals made were as follows: — 

(1, The imposition of protective duties at the following 
lates : — 


(a) Its. 5 a ion on coal imported from South Africa; 

(&) Es. 10 a ton on coal imported fiom any other 
country ; 

(c) Half an anna a gallon on imported fuel oil. 

(2) The grant of a bounty of Rs. 3 a ton on coal exported io 
fo'ieign eouutiies. 

We of opinion that the proposed duty on fuel oil and the pfp- 
posed on exported coal were beyond the terms of our 

ence, and wei |4|4f^fd the Federation that we could not eowider 
ihm. At ihe ’fwe published (on the $ih ISfovemher) a 
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Press Communique (Appendix I) explaining* our decision, and 
inviting all interested in tRe matter to submit representations to 
tbe Board regarding tbe proposed duties on coal. Along witb tbe 
communique we publisbed also the memorandum of the federation, 
and a questionnaire designed to elicit opinions and, to clear up the 
tacrs of the case. 

3. Detailed answers to our questionnaire were received both 

1 jj XI. T j* from the Indian Mining federation and 
Mmmg^Associati<L.^ from the Indian Mining Association, while 
the latter body submitted also a memoran- 
dum in which their Committee reviewed the competition between 
Indian and impoited coal in certain markets, and recommended 
the imposition of a uniform protective duty of Rs. 1-8-0 a ton on 
coal imported from all countries. This memorandum was circu- 
lated by the Committee to the members of the Association with the 
remark that members were fully entitled to submit independent 
views, if they so desired. Before the publication of the memor- 
andum one firm— Messrs. Andrew Tula and Company— had express- 
ed a desire to give evidence, but subsequently withdrew their 
request and intimated that they endorsed the views expressed by 
the Committee, and no other member of the Association addressed 
us. The claim to protection was thus put forward hy the colliery 
owners of Bengal and Bihar and Orissa, most of whom, though not 
all, are members either of the federation or the Association. The 
mines in these two Provinces are responsible for nine-tenths of the 
Indian coal output, and as the persons and firms interested in the 
production of coal in other provinces or in the Indian States did 
not approach us, they presumably do not expect to benefit from 
protection. The Mining Association numbers amongst its mem- 
bers 60 companies, firms and individuals, represeutnia 134 coal 
companies, with an aggregate output of 14 million tons, and there- 
fore voices the opinions of two-thirds of the Indian Coal industry. 
Similar figures for the federation cannot he given, as onr request 
for information on the point was left unanswered, but we under- 
stand that there are a number of colliery proprietors in Bengal and 
Bibar who stand outside both bodies. 

4. The invitation contained in our communique did not evoke 

_ ^ X j j ‘ widespread response. The Indian Col- 

“ W Employees’ Associatiou argued tlxat 
protection would lead to increased employ- 
ment, or would diminish unemployment, and was therefore likely 
to be beneficial. The claim to protection received further support 
from tbe Bombay and Abmedabad Millowners’ Associations, the 
Madras Chamber Of Commerce and the Indian Merchants’ Oham- 
l^mbay. The Madras Chamber regard the rebate on export 
coal t given toy the South African Railways as of the nature of a 
botmty, and recommend that protection should be given to the 

the unfair competition. The view 
A®^<>mation is more guarded, for while 
Ihey oppose tbe iinpdsmoh of a protective duty on all imported coal, 
they favour such a duty if it is applied only to coal which is assisted 
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bj boTiaties or subsidies* Tbe Indian Mercbantb’ Cbamber, on tbe 
otter band, are wbole-bearted in tbeir adyocacy of protection^ and 
desire tbe addition of no less than three rates of duty to tbe existing 
revenue duty of 8 annas a ton. They propose: — 

(1) A duty of Rs. 2-8-0 on all imported coal to compensate 
for tbe rise in tbe rupee sterling exchange from Is. 4^. 
to 1^. GiZ. 


(2) A duty of Rs. 5-2-8 on Soittb African coal to counteivail 

tbe Railway rebate, 

(3) A special duty on coal imported from any country with a 

depreciated exchange, varying according to tbe amount 
of tbe depreciation. 

Of these proposals (2) is considered in Chapter lY and neither (1) 
nor (3) need be discxissed at length. We cannot approach this ques- 
tion on the basis that Indian and imported coal are exactly on a 
level when the exchange is at l^. 4d. and that the amount of protec- 
tion needed is to he measured by the fall in the rupee value of im^ 
ported coal resulting from the rise in the exchange to 1^. The 
only country with a depreciated currency which sends any coal to 
India is Japan^ and the quantity of Japanese coal imported is so 
small that its competition is negligible. 


5. The opponents of protection include three firms who are 
interested as merchants in the coal trade> 
If ^ Chambers of Comi^xce (Bombay, 

^ ^ India, Burma and Karachi). The 

grounds of opposition are in the main that a clear case for protec- 
tion has not been made out, that any measures which are likely to 
add to the cost of fuel are prejudicial to industries generally, end 
that a protective duty might injure the hunker trade. The^ohjec- 
tions to protection will be examined in Chapters III and lY, and 
it is not necessary to discuss them here, but there is one significant 
fact which deserves mention. None of the opponents of protection 
desired to send a representative for oral examination, and the tone 
of the representations did not suggest that their authors apprehended 
any dire consequences if a protective duty were imposed. Had it 
seemed probable that protection would lead to a general rise in coal 
prices, every possible step would no doubt have been taken to em- 
phasise the objections to an increase in the duty. 


6. The only witnesses examined orally were the representatives 
of the Mining Federation and the Mining 

The Board's sources Association for we found no sufficient reason 
of iniormation. p i ^ p > o , 

tor asking any ot the opponents oi protec- 
tion to reconsider their refusal to give oral evidence. Many of the 
written representations we received, however, have been of value 
to us in our enquiry. Special enquiries were addressed to the Col- 
lectors of Customs'regarding the bunkering of coal at the large 
ports, to Messrs. Tata and Sons, Limited, regarding the cost of 
hydro-electricity in Bombay and the new hydro-electric stations 
now under construction, and to the Agents of the Great Indian 
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Peninsula and North. Western Railways, the Bomhay Millowners’ 
Association and the Chambers of Commerce at Bombay and Karachi 
regarding the price of fuel oil. To all of these officers, public 
bodies and firms we desire to record onr obligations. Most import- 
ant of all is the oral and written evidence of the Mining Federation 
and the Mining Association. We are indebted to both bodies for 
a prompt and willing response to many requests for information. 
Finally, we have made free use of the facts and figures compiled by 
the Indian Coal Committee and recorded in their Report, Appen- 
dices and Evidence. The question into which they enquired was 
not the same as that referred to us, but there is much common 
ground, and their investigations greatly lightened our labours. 

7. For the reasons explained in paragraph 8, we have found it 
A X .e XT. advisable to consider first the probable 

° ^ results which are likely to follow the im- 

position of a protective duty. On the one 
hand, the producer may benefit by an expansion of liis market and 
by a rise in the price of coal, while, on the other hand, the consumer 
may be injured if the cost of fuel is increased. These aspects of 
the ease are considered in Chapter II. The specific proposals of the 
Mining Federation and the Mining Association are discussed in 
Chapter III. The Federation desire that a higher diuty should be 
imposed on coal imported from the United Kingdom and elsewffiere 
than on coal imported from South Africa, while the Association 
recommend a uniform rate of duty on coal from all countries. 
The question to be answered, therefore, is whether there are suffi- 
cient grounds for a protective duty which would apply to all im- 
ported coal irrespective of its origin. Whether that question is 
answered in the affirmative or in the negative, it still remains to 
decide whether coal from a particular country should be subjected 
to a higher duty than the ordinary rate. The assertion made is 
that the rebates granted on export coal by the South African Rail- 
way Administration are equivalent to a bounty and that the com- 
petition of South African coal is unfair. The existence of a bounty 
might justify the imposition of a countervailing duty even though 
the case for protection genemlly had not been established, but it 
m worth noting that the claimants for protection do not ask for a 
higher duty to South African coal. This aspect of the case is dis- 
cussed in Chapter IV. 
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CHAPTER II. 

The Probable Results of a Protective Duty on CoaL 

8, An industry wliicL. asks for protection generally expects to 
benefit by a higher price for its prodiuits, 
Necessity of mvesti- or by an extension of its market, or by both, 
gating the probable ^j. supplies onlv a ])ortion of the countrv’s- 
duty on coal aeiiiaud tor similar conniiodities — and this 

is the common case, for it ib the nabceni 
industries which stand most in need of protection — it will usually 
be found that prices aie regulated by the cost of impoitatioii, and an 
increase in the ijnport duties is followed by higher prices for goods 
made in the country. A second result is a wide extension of tke 
area within which the domestic product can hold its own against 
foreign competition, and consequently a substantial increase in its 
sales. When these conditions exist no elaborate demonstration is 
necessary in order to show that the protection given will be fully 
effective. The circumstances of the Coal industry are very different. 
The imports of foreign coal are only 2^ per cent, of the domestic 
consumption, and except in the sea-board markets most remote from 
the coal fields, foreign competition is negligible or non-existent and 
prices are regulated solely by internal competition between the 
Indian mines. It is impovssible to assume that a protective duty 
will operate as in ordinaiy cases, and before its probable results 
can be predicted, the relevant facts and figures require detailed 
examination. It is indispensable, moreover, that this point should 
be investigated before the other aspects of the case are considered. 
It is difficult to appreciate the weight of the arguments for or against 
a protective duty on coal, until an attempt has been made to as- 
certain to what extent the producer is likely to benefit^ and the 
consumer to suffer from the imposition of the duty. It is quite 
possible that a duty imposed for protective purposes may be from 
the first or may afterwards become, entirely inoperative whether 
for good or evil. It is the object of this Chapter to state clearly 
the important points, and to make it plain what a protective duty 
on coal can do for the Coal industry and what it cannot. 

Questions to be exa- 9. The tw^o questions which w’^e have to 
mined. examine are : — 

(1) To what extent w’-ould the sale of Indian coal be increased 

by the imposition of a protective duty, 

(2) To what extent would the higher duty increase the price 

of coal in India generally, or in particular markets. 

Ifeitlier question can be discussed adequately without frequent 
reference to statistics, and while, so far as possible, figures have 
been relegated to Appendices 11 to VIII, thev caniiot be excluded 
alt '.gether from the. text. The attempt has been made, however, 
to avoid minute detail in this Chapter, and to present rather the 
biond results and bring out the salient points. For pmposes' of 



6 


MAJORITY REPORT. 


comparison, we Lave tabulated in tbe Appendices tbe figures for tbe 
four years immediately preceding the war — 1910 to 1913 — and the 
figures for five post-war years — 1921 to 1925. The figures of the 
war years and of the years 1919 and 1920 — we have excluded, 
because they have little or no significance in our enquiry. Shipping 
difficulties, which commenced almost from the outbreak of the war, 
intensified as the struggle proceeded, and were not effectively 
removed for two years after its termination. The result was an 
almost complete suspension of the imports of foreign coal for five 
years. For this reason it seemed advisable to make a direct com- 
parison between the pre-war and post-war peiiods, omitting the 
intervening years. Occasionally, however, it has been necessary to 
refer to some feature of the war period in order to explain the 
situation which arose in 1921 and 1922. 


10. In 1910 twelve million tons of coal were raised in India of 
which nearly a million tons were exported. 
The market for coal in internal consumption* (includ- 

India before the w. 

of which only 3'3 per cent, was imported. Four-fifths of the im- 
ports were British coal. Theie was little change in 1911, but in 
1912 and 1913 new featuies came into prominence, and both British 
and Indian coal lost ground to their competitors. By 1913 the 
exports of Indian coal had dropped to three quarters of a million 
tons, while the imports of foreign coal had risen from 333,000 to 
858,000 tons of which less than one-third was British. Both Japan 
and Australia sent larger quantities of coal to India, but the most 
noteworthy fact was that the imports of South African coal increased 
from 18,000 tons in 1910 to 176,000 tons in 1912 and to 246,000 
tons in 1913. It was in these years apparently that the rebate of 
railway freight on export coal was first granted by the South African 
Railway administration. An increase in the absorptive capacity 
of the Indian market, however, fully compensated for the decline 
in exports and the increase in imports. The domestic consumption 
in 1913 exceeded 14 million tons — an increase of more than 40 per 
cent, in three years — while the output of the Indian mines rose to 
over 16 million tons or by more than a third since 1910. It could 
pot bo said, therefore, that foreign competition had seriously injured 
the industry. 

11, From 1916 to 1920 the imports of foreign coal only once 
exceeded 50,000 tons and were therefore 
Conditions afieoting negligible, while the exports of Indian coal 
averaged 600,000 tons a year during the 

j , , qmmqiienpum. ^ Duitmg tlie first years of 

the output of fee ludiau miues increased comparatively 

mveu as tfie uett iuteraal consumption in any year is 
? drived from tfie coal _ raised in India in tfiat year the coal 

exported plus an allowance of 12^ per cent, for wastage and colliery con-sninp- 
•Hon, and by adding the imports. The re-exports have not been deducted 
hecause they consist almost entirely of ^ foreign coal transhipped direct from 
vessel to vessel at Bombay and Karachi and used for bunkering. If it were 
, poi^sibl^, it would he convenient to exclude all coal bunkered at Indian ports, 
, hut complete figures are hot available for any year prior to 1925, 
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•slowly, and readied 18 million tons in 1917, but tlie three 
iollowinjy yeais witnessed striking changes, rroduction soared 
to nearly 21 million tons in 1918 and to 22-|- million tons 
in 1919, and then as suddenly dropped hack to 18 million tons in 
1920. There was an intensive and growing demand for coal in India 
during these years, at first for munitions and later for the new 
industries, which endeavoured to establish themselves during the 
boom period, and prices moved steadily upwards. In 1918 and 

1919, moreover, the mines were raising far more coal than the 
railways could transport and the stocks in the collieries rapidly 
accumulated. In 1919 and 1920, the East Indian and Bengal 
ISiagpur Railways despatched only 30 million tons of coal, though 
37 millions of tons had been raised in Bengal and Bihar and Orissa 
in these two years. By the middle of 1920 industries were 
threatened in many places with an actual shortage of coal, and the 
situation was aggravated by the export of IJ million tons of coal in 

1920. In June 1920 tbe Government of India felt it necessary 
to prohibit the export of Indian coal except under license, and 
subsequently at various dates in 1921 to prohibit altogether the 
export of coal to the Straits Settlements, to Aden and to Ceylon. 
Meanwhile the shortage of shipping had at last been made good, 
and high prices attracted to India foreign coal from many different 
countries. More than three million tons of coal were imported 
into India in 1921 and 1922, and as the domestic consumption of 
<;oaI during these years was about 36 million tons, the imports 
■supplied 8^ per cent, of the demand. 


12. The sudden invasion of the Indian market by large quantities 
of foreign coal mav have alarmed the indus- 
became evident that: imports 
on the scale of 1921 and 1 922 were a transient 


feature, due to entirely abnormal conditions. The imports dropj^ed 
to a little over 600,000 tons in 1923 and to less than half a million 
tons in 1924 and 1925. The exports which had dropped to 77,000 
tons in 1922 have been slow to recover, and in 1926 amounted only 
to 216,000 tons. Meanwhile the output of the Indian mines which 
had been practically stationary from 1921 to 1923 at between 19 
and 20 million tons rose to an average of 21 million tons in 1924 
and 1925. The nett annual consumption of coal in India is now 
approximately 18|* million tons of which only 2|- per cent, is 
imported coal. It is important to make it clear that Indian coal 
has for the last three years supplied a larger proportion of the 
Indian demand than it did in 1911 and 1912 when, for practical 
purposes, the only foreign competition was from British coal. South 
Africa now supplies about two-thirds of the imported coal and the 
United Kingdom a quarter (mostly Welsh steam coal for bunkering). 
The imports from other countries are negligible. 


13. The brief survey of the development of the Indian Coal 
industry contained in the last three para- 
Imports of foreign graphs will snffice to show that the demand 

protection has been made in somewhat 
unusual circumstances. An industrv which 
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has increased its output by 75 per cent, in 15 years, can hardly claim 
that it is sufering from lack of development, nor when it supplies 
97|* per cent, of the internal demand, can it argue that its hold 
on its natural market is seriously shaken. There is no reason for 
apprehending a recurrence of the heavy impoits which occuiied 
in 1921 and 1922, for the conditions which produced them have 
passed away. As in othei countries, the price of Indian coal has 
fallen back to a point not fai above the pre-war level, and the 
railways are now able to tiansport all the coal that the mines can 
sell. ^ In these circumstances the additional market, which protection 
can give, is not more than per cent, of what the industry already 
has. It may, howeyei, he aigued that percentages lelating to the 
whole of India aie misleading, and that though foieign competition 
is unfelt in the greater part of India, there are particular Indian 
maikets wheie it constitutes a real dangei against which measures 
should be taken. Of such markets there aie onlv four, namely, 
the ports of Rangoon, Madras, Bombay and Karachi and the areas 
in their vicinity which coal can leach more easily and cheaply 
through the port than by an all-rail route. In the rest of India 
it is admitted that foieign coal cannot compete. We shall examine 
the circumstances at all these ports# 

14. The representatives of the Mining Federation and the 

The market for coal in Association admitted that little was 

Bnrma and Madras. 1 eared trom toreign competition in 

Madras and Burma* and it will suffice to 
state suecintly the actual facts. In Burma foreign coal was ahout 
if per cent, of the total consumption from 1910 to 1912 and ahout 
T per cent, from 1912 to 1914. After the war the imports were as 
high as 36 per cent, in 1921-22, but steadily diminished to 5 
pel cent, in 1924-25 with a slight increase to 7 per cent, in the nine 
months ending in December 1925. Indian coal has now entirely 
recaptured the share of this market which it lost temporarily in 
1921. In Madras foreign coal was little more than 1 per cent of 
the imports by sea in 1910 and 1911 and about 4 per cent, in 1912 
md 1913. For three years after the war the percentage of foreign 
imports ranged from 15 25 but dropped to 81 in 1924-25 and to 

^ m the last nine months oi 1925. In this ca'se al«o the pie-Arai 
position has been re-established. The consumption of sea-borne 
coal in Madras and Burma, both before and after the has 

averaged about 800,000 tons a year, and the quantity of foreion 
coal imported is no more than 50,000 tons or 61- per’ cent. It '"is 
evident that Indian coal can have little need of special assistance 
in either provnice. It follows that only in Bombay and Sind i« 
foreign competiuon seriously felt and the circumstances of the«e 
market.? merit a more minute examination. 

15. In the four years immediately preceding the war the sun- 
The Bombay coal mar- piles of coal which reached Bombay 

in the aggregate to 1,200,000 
^ ■ tons, a year, of which 95 per cent, came by 

■ ;*.pe imports of coal into Burma and Madras by sea before htmI .n' 
war,. Irnvfe been tabulated in Appendices IV and V. ^ ^ ^ 
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sea and only 5 per cent, by rail. During tire first balf 
of ilie peiiod tliree-qiiarters, and dnung ilie second baif three- 
fifths of the supplies were Indian coal. Thib weakening of 
India’s hold on the Bombay market wa^ mainly the result of 
heavy imports of South Afiican coal which rose tioni an average 
of lSv500 tons in 1910-11 and 1911-12 to an average of 186,000 tons 
in the next two years. During the war the imports of foreign 
coal were negligible after 1915, but the restrictions on -^hipping had 
another striking re'^nlt, for the shipment of coal fioni Calcutta to 
Bombay was suspended altogether for^ three years. During the 
seven years from 1914-15 to 1920-21 about 1,100,000 tons of coal 
reached Bombay annually and more than three-quarters came by 
rail, Avhile for four yeais"^^ in succession the lail-boiiie coal vas 
more ilian 90 per cent, of the aiiivals. The yeais 1921-22 and 
1922-23 were marked by a revival of foreign imporiN on an unprece- 
dented scale. In these two years, out of a total tonnage of nearly 
2| million tons, two-tliircls were foreign coal and only one-third 
was Indian. The three following years of the quinquennium 
witnessed two changes — a marked deciease in the consumption of coal 
and a gradual recovery of the maiket by Indian coal. The total 
consumption, which before the war was about 1,200,600 tons a year, 
has averaged little more than 600,000 tons during the last three 
years, while the proportion of Indian coal rose to about two-fifths 
in 3923-24 to one half in 1924-25, and to three-fifths in the first 
nine months of 1925-26. The nett result is that Bombay now takes 
-only half the quantity of coal which she required before the war, 
and the Indian mines supply very nearly the same percentage of 
the total as they did in 1912 and 3913. 


16. The decrease in the cons\miption of coal at Bomloay is 
attributable not to any decline in industrial 
B^placement of coal activitv, but mainly to the displacement of 

iud h^ro^ele^ricity. Kj Bydro-electricitj and fnel oil. In 

1913-14 there were 82 cotton mills in Bom- 
bav Citv and Island all of which used coal as their sole scuice of 


power. ' In 1924-25, 61 mills used hydro-eJectricity as their main 
■source of power, 23 used fuel oil either as their main source of power, 
-or for subsidiary purposes, while the number of mills still dependent 
entirely upon coal was only 17. Mo^t of the mills using hydro- 
elec iricity, however, used also (*onsiderable quantities of coal for 
the production of steam for heating, diving and bleaching. These 
figures were supplied by the Millownei'^^’ Association. The Bom- 
bay Chamber of Commerce informed us that, apart from the mill 
industry, they were not aware of any important indu.strial concerns 
in Bombay that were consumers of coal. The power supplied by 
the Tata Hydro Electric Companies in 1924-25 -was the equivalent 
of between 300,000 and 400, OOt) tons of coal,t while the imports of 


* 1916-17 to 1919-20. 

t The Bombay Millowners’ Association stated one ton of coal is equivalent 
10 600-800 electrical units, according to the type of coal and steam plant used. 
In 1924-25 the Tata. Power Companies^ supplied 260 million units. It is on 
this basis we have estimated the quantity of coal displaced. 
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fuel oil iu tlie same year amounted to 60 million gallons or about 

250.000 tons wbicit may be taken as equiyalent approximately to 

450.000 tons of coal. Fuel oil is used not only by cotton mills and 
other industrial establishments, but also in bunkering ships (40,000 
tons in 1923-24), and on the Great Indian Peninsula Railway 
(82,000 tons in 1924-25). The completion of the new hydro-electric 
stations now under construction will lead to a further displacement 
of coal by electricity, but may not affect the import figures ap- 
preciably, Mne-tenths of the increase in power capacity is 
earmarked for use by the Railways in the electrification of the 
suburban lines. But on the Great Indian Peninsula Railway oil 
fuel is used on all suburban trains and in most of the main line 
trains up to Igatpuri and Kasara. It appears from the eyidence 
given by the Agent of the Railway before the Coal Committee that 
after electrification the oil burning locomotives will be transferred 
to sections of the line morS remote from Bombay, The coal that 
will be displaced is therefore not coal which comes to Bombay by 
sea, but coal which crosses India by rail and never reaches Bombay 
at all. In 1913-14 the Great Indian Peninsula Railway imported 

279.000 tons of coal into Bombay by sea, but none since 1921-22.. 
Most of the coal used by the Railway is now drawn from its own 
colliery at Kargali in the Bokaro coal field and transported by rail,, 
but very little of it actually reaches Bombay. 


Hie i^reseEt market 
for coal m Bombay. 


17. In a later paragraph we shall give our reasons for believing’ 
that, with rates and prices at their present 
level, coal is not likely to lose much more 
ground to oil and hydro-electricity, but on 
the other hand it does not seem likely that many of the consumers, 
who have abandoned the use of coal, will return to their first alle- 
giance. The Bombe^y coal market requires 600,000 tons of coal 
annually, of which three-fifths is supplied hy Indian mines and two- 
fifths from abroad. The market which might he captured cannot 
he put higher than 250,000 tons. Of this quantity, however, about 
150^000 tons is used for bunkering, or is re-exported as cargo, and 
it is by no means certain that the imposition of a protective duty 
would enable the Indian mines to secure the whole of this branch 
of the trade. Coal is sometimes transhipped from vessel to vessel 
^thout being landed, and in such cases, though duty is paid in 
instance, a rebate of seven-eighths is subsequently granted* 
mi <ff coal so transhipped at Bombay in ,1929 was 40,009 

tons, ^nd if m increase in the duty were folloired If an increase in 
me prieeyixt is pvobaHe that shipowners would resort to this prac- 
^5 M a more «tensive scale. It is still more probable that, if 
went jup, fewer ships would bunker in Bombay, for the 
m not amenable to coercion dud bus often 
iweiuaii» Ox bun&eV&igi at a cheaper port. At a time when 
the sluppmg trade is passing throxigli a period of extreme depres- 
sion, costs are narrowly scratinized, and a smaH difference in the 
]^ce of coal may easily divert business elsewhere. At any rate, 
1 IS clear that the re-exports of coal — all coal transhipped direct 
from yessei is included under this head— must he deducted from 
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tie capturable market in Bombay, and as tie re-exports amounted, 
to 51 ,000 tons in 1925, it is clear tiat protection could not give tie 
Coal industry an additional market in Bombay for more tian 
200,000 tons, and quite possibly tie actual increase in tie sales of 
Indian coal migit be substantially less tian tiis figure. 

18. Before tie war tie great bulk of tie coal wiici reacted 
Karacii by sea was imported for tie use of 
Pre-war iimorts of tie Fortt Western Railway. Tie figures 

North^ EaSw- STiPPlied by fcbe Agent of tbe Eailway are 

as lollows : — 



IlVtPOBTS BY SPA OP SA3LWA1 COAL. 


I Indian, 

Foreign. 


Tons 

Tons. 

1910 11 

303,205 

.. 

191M2 

192,809 

- 

1912 13 

292,644 

27,326 

1913-14 

283,082 

105,394 


The quantities of coal passing tirougl) Karacii for railway use 
before tie war were therefore substantial, and in two post-war 
years — 1921-22 and 1922-23 — ^tiey were on a similar scale, 371,000 
tons of foreign coal being imported on Government account in tie 
former year and 317,000 tons in tie latter. Tie post war imports 
were due, however, to temporary causes which have now ceased to 
operate, and the Railway Administration no longer imports coal 
by sea. As early as J anuary, 1914, trials of oil fuel were commenced ‘ 
on tie Karacii section of the line, and, tie results being satisfac- 
tory, oil fuel had come into general use on tie rail wav by the middle 
of i918 for a distance of 200 miles from Karacii. In 1924-25, 
65,000 tons of fuel oil (estimated to be equivalent to 117,000 tons 
of Bengal coal) were consumed by tie railway and no coal was 
imported by sea. Tie coal required for tie sections of tie railway 
more than 200 miles from Karacii must, therefore, have been 
transported by rail. 

19. Tie coal (other tian railway coal) imported into Sind before' 

The market for coal iised mainly for bunkering, but 

at Karachi before, supplied also tie industrial needs of Karacii 
during and after the and its vicinity. Tie market though small" 
was growing rapidly, and tie imports by sea 
increased from less tian 60,000 tons in 1910-11 to more tian 120,000' 
tons in 1913-14. During tie first three years of tie period, tie* 
proportion of Indian coal was more tian three-quarters, but drop- 
ped to two-thirds in 1913-14 owing to larger imports from South 
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B,„.,orted by i.iL mwd: lb. coal 

SoVby Xhl e?igM?%or Ibe Scst tbr,. ye»c rf 

tbo l*80.00o“ OT% ‘S!'i924-26 

t+ l,.,1,;,Ti poal 'n^ucli was neaily tliiee-fiitlxs in «^°P1 

t J little nle tin a qnaitei il 1922-2^, lose again to ttio-fltths 
in the next two yeais and should he more than one-half in the 
current year. In this c ase also Indian coal is gradually recovering 
the predominant position winch it held before the war. 

20. Karachi is not yet a laige indiittrial f f 

the coal iinpoiied there i'> used foi bxxiikei- 
The piesent market for Statistici? are not available tor any 

coal at Karachi. 4 ^^ 1924-25, but in that year the 

coal baateted coaa 116,000 teas out d ITO.WO tout inworted. oo 
that the coal retained for internal consumption was only Gd,000 
tws In the first nine months of 192o-26, the hunker coal was 
m 000 tons as against 159,000 tons imported. The bunkering of 
Indian and of foreign coal is not recorded separately and it mutt 
be presumed that the proportion of each is the sanie as in the impoit 
ficiires The total imports from foreign countries cannot he put 
hTo'her than 100,000 tons a year, out of which 60,000 tons would he 
hnnlcer coal. At Karachi, as at Bombay, hunker coal is sometimes 
transhipped direct from vessel to vessel and in such cases it escapes 
the imhort duty. The quantity dealt wi+h in this way in 1924 
was 22 000 tons, and still larger quantities would no doubt be 
transhipped if the duty were raised. Probably not more than halt 
the hunker trade could he captured if a protective diitv were 
imposed. The increase in the sales of Indian coal at Karachi, 
which might result from protection, is therefore limited to 70,000 
tons of which -^0,000 tons would be hunker coal. 

21. We have estimated that protection might increase the sales 
of Indian coal at Bomhav by 200,000 tons 
Increase m the market Karachi by 70,000 tons. The im- 

ports of foreign coal in Madras and Bunna 
might be extinguished altogether and these 
amount at present to about 50,000 tons a 
year. The increase in output which protection can give is therefore 
■ao more than -320,000 tons, which is 1-7 per cent, of the total 
■ consumption. The share of the Bihar and Bengal coal mines, who 
are the most likdy to benefit, might be as much as 300,000 tons. 
"The output of these coalfields in i92.6 was 18| million tons, and 
if 12.5 per cent, he deducted on account of wastage and colliei-y 
consumption, . the nett output is 16 J millions, increase in 

sales could not therefore exceed 1-8 per cent. This is a maximum 

' * The imports daririg the jBist nine months of the year amouiited to 

tcms; ■ ■ ' ' 


-for Indian coal which 
.a protective duty could 
r,giTe — only 300,000 tons 
a year 
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figure, for less of tlie bunkering trade may be captured tban we 
bave estimated. We shall iio\’v turn to the effect of protection 
upon pi ices. 


22. The Coal Committee found that the best Jharia coal (usually 
known as selected Jharia) w^as the type of 
The Cl f cost of the coal most closely lesembling the 

Indian ports Soutii Afiican coal which constitutes the 

bulk of the impoit^ and thex'efoie most likely 
to displace it. The \yhole of our (list ussions with the lepreseii- 
tat] ye-, of the Indian Mining Association and the Indian Mining 
Fedeiation pxoeeeded on this basis, and it is desiiable to adhere 
to it. The price of this type of coal was stated to be Es. 6-8-0 
a ton at the pithead at the time eyidence was taken, but it has 
since fallen to Es. 6 a ton, which is the figure given by both the 
Federation and the Association after the Government Eailway 
contracts had been placed. In older to ascertain the price payable 
at the overseas Indian ports it is necessary to add the transport 
charges which have to be incurred up to arrival at destination. 
The Coal Committee found that the transport charges, other than 
the sea freight, amounted io Es. 5-2-6 a ton and with the rebate^ 
subsequently sanctioned th s sum is reduced to T 
as follows: — 


Eailway freight (nett) 

Calcutta port charges 
Grading fee 
Wastage at 2 per cent. 

Insurance , 

Finance 

Total 


00 

f 

made up 

Rs. 

A. 

p. 

3 

0 

6 

0 12 

0 

0 

1 

0 

0 

3 

0 

0 

3 

0 

0 

4 

0 

4 

7 

6 


The Mining Federation w^onld include in the transport charges an 
allowance of 4 annas a ton to cover agency charges at destination 
and would raise the allowance for wastage from 3 annas to 5 annas 
a ton. It appears from the oral evidence that the allowance for 
agency charges is intended to cover the cost of popularising Indian 
coal at Bombay and Karachi by propaganda work. The evidence 
suggests that it is only some of the colliery owners who find it 
necessary to incur this charge, which in any case is not part of 
the c.i.f. cost. As for the wastage we see no reason to alter the 
Coal Committee’s figure which is accepted by the Mining Asso- 
ciation. Tlie c.i.f. cost of the best Jharia coal at the various 
Indian ports is arrived at by adding to the pithead price the 
transport cdiarges up to the time of shipment and the sea freight 
vrhifh varies for eac*h port. The follovring table gives the c.i.f. 
cost of selected Jharia at Eangoon, Madras, Bombay and Karachi, 
the sea freighis given being tbe actual freight payable in October 
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,„d N 0 T.mb.r 1936 as iKwIstpri “S ssould 



Puce i 0 . b. 
Calcutta. 

Sea freight. 

Cost c. 1 . f. poxt 
of destination. 


Rs. A, p. 

RSd A. P. 

Rs. A. p. 

Rangoon . . - • 

10 8 0 

4 0 0 

14 8 0 

Madras 

10 8 0 

5 0 0 

15 8 0 

Bombay and Kaiachi 

10 8 0 

6 8 0 

... 1 

17 0 0 

•wrer 


23 At the time the Uoai uommmee mauB_ 

(Jamiary 1925), the c.i.f . price o£ Transvaal 

Sea freights to Bom- coal at Bombay was Es. 19 a ton. ine 
bay on coal from Cal- present c.i.f. price, as given both by tne 
ontta and South Africa, pg^eration and the Association, is Es. 17 a 
Twn-fhirda of the reduction is accounted for by a fall ia the 
Sa’freight on South African coal from 12 shsllings to 10 
r ton! ^The following table compares the sea freights from (fl) 
n..i«,,++Q and lh\ South Africa at various dates. 



Januaiy 1925. 

"Normal rate as 
estimated by the 
Coal Committee 

October 

and 

Novembei 1926. 


Rs A. P. 

i 

Rs. A. p. 

Rs. A. r 

fCalcutta to Rangoon 

5 0 0 

6 0 0 

4 0 0 

Calcutta to Madras 

6 0 0 

6 12 0 

5 0 0 

Calcutta to Bombay or Karachi 

7 0 0 

8 4 0 

6 8 0 

South Afiica to any Indian 

8 0 0 

8 0 0 

6 10 8 






ff’ti estimatme: tiie freigM normally uxx 

«rftlcutta to other Indian ports, the Committee adopted what they 
bSd to bTt?e rates at which twelve months contracts cou d be 
Said and tor Bombay this rate was 4 annas in excess of the 
AMoan rate. Actually, however, the rates from Calcutta 
4diE»BaT have in two successive cold weathers been lower than 
ihfe W South Africa, and no evidence has been adduced 
i wMeh feuegfest thht on the average Indian coal will be subject to 
rSeTfS toeight to Bombay than the freights payable on coad 
from "Sonth A frica or the Enited Kingdom.* 

""^Tho freight to Bombay on coal from a British port was 12s. 9d. a ton in 
J^ovem^r 1^. 
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84. Tlie Coal Committee found tliat most consumers in Bombay 
Jpyice obtainsifolo for w^ould not jpurcbase tbe best Jbaria coal 
ft® best Jharia coal unle&s tbe c.i.f. price were lower than tbe 
©.if. Bombay. C.i.f. price of Transvaal coal by 8 annas a 

ton, and tbeir view is confirmed by tbe evidence we have taken. 
In the nature of tbe case tbe figure must be an average, and no 
doubt there are purcbaseis wbo would continue to buy South 
African coal even if the difference in the price were as much as 
Ka. a ton or more. It is safe, we think, to say that with 
Transvaal coal at Rs. 17 a ton c.i.f., the best Jharia coal should 
soil freely in Bombay at from Bs. 16 to Rs. 16-8 a ton c.i.f. 
Aecoiding to information supplied by the Mining Association 
business was actually done at Rs. 16-4 and Rs. 16-8 in October 
1925, Since the c.i.f, cost of selected Jharia is Rs. 17 a ton, the 
collieries must reduce their pithead price by from 8 annas to Re. 1 
a ton in order to sell in Bombay. Prices and freights vary of 
course from time to time, and the prices we have given are illus- 
tT^tive mainly. Their value lies in the fact that it is variations in 
sea freights that are most likely to affect coal prices in Bombay for 
the next two or years, and that on the whole the freights from 

Calcutta and from South Africa tend to rise and fall together. If 
the sea freight from Calcutta went up and raised the c.i.f. cost 
of the best Jharia coal to Rs. 18 a ton in Bombay, there would 
probably he a compensating increase in the price of vSouth African 
coal and the relative position of the competitors w'ould be un- 
changed. 

25. It will be evident from the table at the end of paragraph 22 
I^roteotion would not SoutK Afxican coal cannot compete 

increase the price of seriously with Indian coal in either Madras 
Indian coal except )>®s- or Burma for tbe Indian collieries can 
SM ^ xinder-quote Transvaal coal by Re. 1-8 a ton 

in Madras and Rs. 2-8 a ton in Rangoon, and 
still realise the same price at the pithead as for coal sold anywhere 
in India. It will be evident that the imposition of a protective duty 
would not affect the price of Indian coal in either province, for it is 
already regulated not by the cost of importation but by internal 
competition. It follows a fortiori that prices will not be affected in 
any area in India that is more easily accessible from the coalfieldis 
by an ail -rail route than from the sea. In such areas foreign 
coal stni'ids no chance, and so long as the productive capacity 
of the Indian mines greatly exceeds consumption, an increase 
of less than 2 per cent, in the demand is insufficient to cause a 
general rise in prices. The only question that remains is whether 
in Bombay and Sind, prices are likely to go up as a result of 
protection. 


* A difference of Be. 1 in the c.i.f. price means a differeinDe of Bs. 1-B-O 
to the consumer owing to the revenue duty of 8 aimas a ton on imported 
tsmh 
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Comparison of the 
isrice of Jharia coal at 
Bombay with the price 
of similar coal at Madras 
and Eangoon 


26. The Mining Fedeiation take the view fhat the duties they 
piopose might lesult in an increase in the 
puce vaiying fiom Ee 1 to Es. 3 a ton 
accoidmg to the quality of the coal, while 
the Mining Association believe that the rise 
would he small, and lecognme that an in- 
crease in prices may he nndesiiahle in the interests of the Coal 
industry itself. The best evidence available on this subject is to 
he found in the actual prices at which business has been done 
in lecent months at Eangoon, Madras and Bombay. Indian coal 
already possesses in Eangoon the same advantage over imported 
coal as it would enjoy at Bombay if a protective dutv of Es, 2-8 
a ton were imposed, and in Madras the advantage which a duty 
of Ee. 1-8 a ton would give. Bombay is a rather larger market 
than eithei Madras oi Eangoon and is a more important hunkering 
poit. It is very unlikely that, if foreign competition were elimi- 
nated, the colliery owner would he able to realize a higher pithead 
price for coal sold at Bombay than for coal sold at the other two 
poits. Figures supplied by the Mining Association will illustrate 
this point and they aie tabulated below: — ^ 


Cd.f, f rices of selected Jharia at various ports. 



Rang '►on 

Madias 

Bomba} and Rara'^hi 


Rs. A. P, 

Rs. A P 

R& A P. 

0. 1 . 1 price .... 

14 12 0 

16 12 0 

16 8 0 to 16 4 0 

Deduct sea- freight . 

4 4 0 
to 

3 12 0 

6 4 0 

6 8 Oto 6 4 0 

Other transport charges . 

5 2 0 

5 2 0 

5 2 0 

l^otal deductions . 

9 6 0 
to 

8 14 0 

10 6 0 

i 

11 10 0 to 11 6 0 

fitlwd pnOe 

5 6 0 
to 

5 14 0 

6 6 0 

4 14 0 


Theto igures confirm the statement of the Mining Association that 
^ sales generally, ^though not always, leave the seUer 
a equivalent f.o.r. colliery price than other sales, sometimes 
8 ton, sometimes Ee. 1, sometimes more. This would 

r ap]^ly to all ports^ but more especially to Bombay and Earachi/^ 

coal sold at iMadras was very nearly 
equal to the ordinary pithead price of selected Jharia at the time, 
but.Jh-e mice of tie coal sold in Eangoon was less by nearly Ee. 1 
and: in Bombay by Ee. 1-10. 
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27. The jiatmal inference from the figxiies cited in paragraph 
Es.tent to whicli pro- imposition of a piotective 

tection might raise the duty might he followed by an increase in 
puce of coal m Bombay the‘ piiee of Indian coal at Bombay and 
and Rarachi Kaiachi of fiom 8 annas to Re. 1 a ton.^ 

It IS doubtful, hot^e^er, whether the price of bnnkei coal could 
be increased without diiymg aw^ay tiade, and the prodnceis would 
piobably £nd that it paid them best to leave prices unchanged in 
ordei to make mire of capturing the maiket. In that case the 
higher price would be paid only by the domestic coii&nmei. It 
IS not certain that even he would have to pay moxe, but at the worst 
.the rise m the price should not, on the average, exceed 12 annas 
a ton. It may he asked whether the competition of fuel oil and 
hvdro-electricity might not of itself suflSee to prevent any increase. 
lYe do not think that this factor will come into play. It is not 
nece&sarv to go deeply into the question, but all the information 

S lied by the North Western and Great Indian Peninsula 
vrays, by the Bombay Chamber of Commerce, the Mill-owners’ 
Association and Messrs. Tata and Sons, Limited, points to the con- 
clusion that, w^ith coal prices at their present level, an increase 
of about 12 annas a ton w’’ould be insufficient to induce such indus- 
1rial eonceriis as still ii'je coal to incur the capital expendituie 
neces<^ary tor the conversion of their plant. This is also the view 
of the Mining Association and Federation. 

28. Our survey of the conditions affecting the Indian Coal 
industry has led us to the conclusion that 
Effect of piytection on the iniiiosition of a protective dutv might 
Indian cLr morease the sales of Indian coal by some 

800,000 tons a year (i e., bv less than 2 per 
cent.), that the price in Boinbav and Kaiachi to domestic con- 
sumers might be raised at tbe most by about 12 annas a ton, and 
that in the rest of India prices w^ould not be affected. The coal 
retained for dome^^tic consumption at these ports is not more than 
half a million tons in all As the annual sales of Bengal and 
Bihar coal amount to 16 million tons, the increase in the average 
price received bv the mines would be about 4| pies a ton. It is 
evident from these figures that the consumer has little to fear 
from protection, and the producer cqualh litile to liope Where 
the conditions are such as prevail in the Indian Coal industry, 
protective duties are all but impotent whether for good or evil 


29. Before concluding this Chapter it is necessary to mention 
Probability of increas- brieflv tw'o points which wdll be more fully 
ed sales of Indian coal at discussed in Chapter III but cannot 

Bombav and Karachi altogether be ignored here. Tbe mine- 
ivithheld owueis contend that, thougfi they iiave to 


* It is to be remembered that the prices quoted in paragraph 26 were 
fixed before the grant of the rebates vhich (raalnng allow ^:ince for the grading 
fee of one anna) reduce the cost of transport by 11 annas a ton. The in- 
crease in price referred to in the text is not, therefore, an increase over the 
prices actually quoted in 1925, but an increase over the lower prices which 
-the rebate renders possible. 
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accept Es. 16-8 a ton c.i.f. for the best Jbaria coal sold in Bombay, 
intrinsically it is worth. Es. 18-8 a ton, for it is better than 
Transvaal coal and as good as Natal coal which costs at least Es. 18 
a ton c.i.f. and Es. 18-8 a ton when the present customs duty is 
added. If this be so, the question at once suggests itself whether 
the sales of India coal in Bombay and Karachi are not likely to 
increase substantially even though protection is withheld. A 
difference of Ee. 1-8 a ton has sufficed to reduce the imports of 
foreign coal at Madras to negligible proportions, and the rebates 
recently sanctioned give the Indian mines an advantage of 11 annas 
a ton which they did not possess in 1925. In addition, the 
establishment of a Grading Board gives the purchaser a guarantee 
of quality which previously did not exist. If, in fact, the Indian 
coal which reaches Bombay is as good as the mine-owners claim it 
is, it should rapidly displace South African coal. In that case, 
the additional market which protection can give must be a great 
deal less than 300,000 tons. 


30. We have said that protection might raise the price of 
Indian coal in Bombay and Sind by 12 
Gonsmner’s view of a annas a ton, and this is correct from the 
producer’s point of view. It makes no 
® difference to him whether the duty is Es. 2 

or Es. 10 a ton, for once the price reaches the level determined by 
internal competition it can go no higher. But the consumer looks 
at the case rather differently. A high rate of duty would make the 
importation of the best Welsh steam coal impossible and a con- 
sumer who required that quality would certainly not agree that the 
only difference to him was 12 annas a ton. The reply of the re- 
presentatives of the Coal industry would presumably be that in 
place of imported coal he will be able to buy equally good or better 
Indian coal at the same price. The argument may have some force 
when the consumer uses South African coal at present, but it is 
inapplicable to a shipping line which wants the best Welsh steam 
coal for bunkering. 



MAJORITY REPORT 


19 


CHAPTEE III. 


Proposed Protective Duty oa all Imported Coal. 

31. In tkis Oliapter we shall discuss the proposal that protectiTe 

duties should he imposed on all imported 

m%rapteTlIL°“' ^al irrespective of the or^ 

The rates of duty proposed by tbe Mmmg 
Federation and the Mining Association wiil first be considered, 
and thereafter, the grounds on whicL. protection has been claimed 
and the ohjections of which account must be taken. We shall 
postpone to Chapter IV the question of the South African railway 
rebate on export coal, and in this Chapter we shall deal with the 
demand for protection as if the issue of unfair competition has not 
been raised. 

32. The proposal put forward by the Mining Federation is that 
Bates of duty proposed a duty of Es 5 a ton should he imposed ou 

by the Mining Federa- Natal and Transvaal coal imported mto 
tion, India, and a duty of Es. 10 a ton on all 

other coal. It will he desirable to explain how these rates have 
been arrived at, and tbis can best be done m tabular lorni. ine 
figures are as follows : — 

Rs. A. p. 


Raising cost of coal 

«>.llowance for profit ...» * 

ifair seflling price of second class coal 

Difference between the price obtainable foi 
second class coal and the best Jharia . 

Fair selling price of tbe best Jharia at the 
pithead 

Sea freight to Bombay and Karachi . 

Transport charges other than sea freight after 
allowing for rebates recently sanctioned* 

Fair c.i f, price of the best Jharia in Bombay 
and Karachi , . .... 

Present c.i.f, price of Transvaal coal in Bom- 
bay and Karachi ... . . 


5 0 0 
1 0 0 

6 0 0 

3 0 0 

9 0 0 
8 4 0 

4 14 0 

22 2 0 
IT 0 0 


Duty required on South African coal . .500 

* The Federation have taken the transport charges at a figure higher by 
8 annas a ton than the figure we have adopted On the other hand 
have in this calculation ignored the fact that the best Jharia will not at 
present realize the same pnce as Transvaal coal but about 8 annas less. 


20 


MAJORITY REPORT. 


The basis of the calculation is that Es. 9 a ton is a fair price for 
the best Jhaiia coal, and the underlying assumption is that the 
indiistiy is not receiving fair tieatment if second class coal cannot 
be sold at a profit. The imposition of a duty of Es. 10 a ton on 
coal other than South African is justified on the ground that 
British coal realizes in Bombay and Earachi a price higher than 
the price of the best Indian coal by Es, 5 to Es. 10 a ton. If 
the best Jharia coal is to be sold in Bombay at Es. 22 a ton, the 
price of British coal must be raised to Es. 29 a ton, Jfortli 
countiy coal has actually been imported into Bombay at Es. 19 
a ton and the duty required is therefore Es. 10. 


33. The reasons advanced for subjecting coal imported from 
No reason for imposing countries other than South Africa to a 
a higher duty on coal higher rate of duty cannot be substantiated, 
other than South Afri« and are not in accordance with the facts 


The coal which in the past has sold in 
Bombay at a pike higher bv Es. 5 to Es 10 a ton than the price 
of the best Indian coal is Welsh steam coal imported mainly for 
bunkeiing. The f.o.b, price of the best Welsh coal in Hovember 
1925 uafe about 23 shiliingh a ton, and it sold in Bombay c.i.f, 
at Es. 24 to Es. 25 a ton. Coal ^old c.i.f. in Bombay at Es. 19 


a ton would cost about 15 shillings a ion f.o b, at a British port 
which uas approximately the pike cl ^ best Newcastle ’ at the 
same date If tlie difference in pike between the two classes of 
British coal is a fair index of the difference m quality, the North 
countiv coal rannoi be better than Natal coal which sells in Bom- 
bav at fiom Es. 18 to Es. 19 a ton, and if in fact its intrinsic 
Cjuahtj were such as to make it worth more by Bs. 5 a ton than 
Natal coal, it must soon have ousted the latter, wheieas the actual 
imports of this class of coal are quite small. In spite of the 
marked fall in British prices during 1925, British coal has gained 
no ground at the expense of South Afriran coal, the imports from 
both countries being practically stationary. li is clear that a rate 
of duty high enough to keep South African coal out of Bombay and 
Karachi would be effective against coal from all other countries, 
except when the impoiier wants the very best steam coal for bunker- 
mg. That is an entirely special demand which India cannot 
meet. 


34 The calculations underlying the proposed duty of Es. 5 a 
Critidsm of the pro- Soutfe African coal are open to 

posed rate of dnty on various ci’iticisms. In the first place, it is 
South African coal. not correct to take the fieight frona Calcutta 

to Bombej-f at Ets. 8-4 a ton (the Coal Committee’s rate) if the |)rice 
of Transvaal coal is taken at Rs. 17 a ton. When the Committee 
the freight from Sotxth Africa was Rs. 8 a ton and the 
c.i.f. price of Transvaal coal Es. 19 a tpn. T^e present freight 
fenm Calcutta to Bfixnhaj is Rs. 6-8 a ton and frnm South Africa, 
O-IO-S. ' In order gat a fair oqns^ariso® the freight hoik] I 

Aan Rb, 7 since both 

and fait 9|j4wlanwwiSly. Tlie dntv re{|u||e^^|^^l-* 
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lore been over-estimated by lie. 1-4 a ton. This, however, is a 
point ot detail and there are other and more fundamental difficul- 
ties. If a piotective duty of Ks. 5 u ton is imposed on all impoited 
coal, the Indian producer will not (as the Federation admit) be 
able to sell the best Jharia coal in Bomhay for Ils. 22 e.i.f. 
Bombav, and we have shewn in the last Chapter that internal 
competition is likelv to beep the price in the neig'hbourhood of 
Its. 17 u ton. The Federation jusiifv their proposal on the piound 
that the rate of piotection should lie fixed high enough to be 
elective even duiing peiioJi^ when secojid class coal can be sold 
at a piofii. TMiat they mean is that, if internal conditions so 
changed that the best Tharia coal could again command a piihead 
price of Bs. 0 a ton. a duty of Its. 5 a ton would enable them to 
lealize Its. 22 a ton in Bombay. To this argument there are at 
leabt two lepbes. In the first place, it would be a very serious 
burden on other in dust lies in India if the puce of coal again rose 
to tiie level suggested, and the very existence of some of them would 
be endangered. In the second place, if the best Jharia coal sold 
at tlie T>ithead foi Rs. 9 a ton, the coal indxmtry would be exceed- 
ingly prosperous and would ^tand in no need of protection. The 
Federation implicitly admit this in their representation to the 
Board, for after pointing out that the importation of foreign coal 
is only partly responsible for the depression in the Indian coal 
trade and that theie have been other canoes at work, they say 
Had the other depressing factors been absent, probably there 
would have been no need for protection 

35. The truth is that the conditions of the Indian coal industry 
Impossibility of fixing impossible to fix the scale of pro- 

the rate of duty on coal te('tion with reference to a ^ fair ’ price, 
on the basis of a fair That can always be done so long as the 
^ domestir^ output is only a fraction of the 

total consumption and the price is legulated by the cost of im- 
portation. In such eases il is necessary to determine what is a 
fair price for the Indian manufacturer, and it is usualiv possible 
to raise the price bv the amount of the duty imposed. But where, 
as in tlie Coal industry, the domestic output is already more than 
97 per cent, of the total consumption, and the price" throughout 
India, except^ in two small areas, is regulated solely by internal 
competition, it is useless to determine a fair ’’ prick because 
protection will leave prices unchanged. The PederatioiFs proposal 
of a ciuty of Rs. 5 a ton implies a misconception of what protec- 
tion can do for an industry and what it cannot. There is no 
magic efficacy in protection, and protective duties can operate 
ciilv when certain conditions are fulfilled. In the case of the 
Coal industry, it is only in Bombay and Sind that a protective 

duty f^ould raise prices, and even there the present price of the 
best Jnaria coal is only a little below the level at which internal 
competition must in anv case hold it. It is for this reason that 
have abstained from investigating the cost of production, and it 
for this reason that the ilining Association have limited their 
])ro]>o'-ais to the imposition of a protective duty of Ee. 1-8 a ton 
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in addition to tlie existing Eevenne duty of 8 annas a ion. A 
duty at this rate would do all for the industry that protection can 
do/ and would provide some margin against the contingency that 
steps might he taken hy South Africa to counteract the duty hy 
lowering the price. With Transvaal coa/1 at Rs. 19 a ton c.i.f. 
duty paid, the best Jharia coal could he sold in Bomhay at Es. 18 
a ton so far as foreign competition is concerned, though internal 
competition might keep the price as low as Es. 16-8 or Rs. 17 a ton. 
If a protective duty is imposed at all, Ee. 1-8 a ton would, we 
think, he the appropriate rate. 

36. Both the Mining Federation and the Mining Association 
. t. 1 stress on the fact that the Coal industry 
is" passing through a period of depression 
when prices are low, and many mines have 
been forced to shut down or to curtail their production. Only 
first class coal, it is said, can now he sold at a profit and the raising 
of second class coal, except in mines where costs are unusually low, 
involves an actual loss. It is this depression which in their opinion 
creates the need for protection. The importation of foreign coal 
is not, they admit, the chief cause of the industry's troubles, nor 
can a protective duty restore prosperity, hut it will provide an 
additional outlet for Indian coal, and so may alleviate the disease 
which it cannot cure. 


37. The fall in the price of coal during the last two years has 

been rapid and substantial. Between 

Eeasons given for dec- November 1923 and November 1925 tbe price 
Immg coal pnoea. 

to Es. 6-8 a ton, a decline of 88 per cent., and since then the 

S ice has gone down by another 8 annas. Similarly the price of 
eshargarh coal fell from Rs. 12 to Rs. 7-8 a ton, of 1st class 
Jharia and 1st class Eaneegunge from Es. 9-8 to Rs. 5-8 and of 
2nd class Jharia from Es. 6-8 to Es. 3-8.^ In paragraph 5 of 
their representation the Mining Federation discuss the causes 
which have brought about the decline, and mention inter alia the 
importation of foreign coal, the extinction of most of the small 
industrial concerns which came into existence during the post-war 
boom, the loss of the export market, and a reduction in the demand 
for bunker coal in Indian ports. The suggestion clearly is that the 
Ipss of certain marl^ets for Indian coal is responsible for the 
4(w prices. ' 

38. It is quite true that the overseas markets and the bunker 
1 consmnptiow Indian coal than they did 

Indian coal higlier before the war, and it is also true that mapty 
? fatt ei^ b^ore. , industrial concerns which were purchasers 
of coal in 1920 have ceased to exist. But it is not a fact that 
there, has been any decline in the total demand for coal in India, 
and it can be shown that the actual consumption has been higher 
in the last two years than in anj^ previous period. In the follow- 

.. I*: The J923 price® are those given by the Mining Association. The Fede- 

' ci • Ration feaVe lower fignrbS which we aare nnable to accept as correct. ^ ^ 
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wg statement the quantities of coal raised in Bengal and Bihar, 
and the quantities despatched by the East Indian and Bengal 
Tfagpnr Railways are given for the last 8 years — 


Year. 

Quantity of coal 
raised in Rongal 
and Bihar and 
Oiissa 

Millions of tons. 

Quantities of coal 
despatched hj the 
East Indian and 
Bengal Ifagpnr 
Railways, 

Millions of tons. 

1918 .... 

190 

16-() 

1919 ...... 

20 9 

14*8 

im 

16*2 

15*2 

1921 . .... 

17 1 

14*1 

1922 ... 

17*0 

;3*1 

1923 .... 

17*8 

14*8 

1921 

19*1 

16*5 

1925 . . ... 

18 7 

16*2 


It will be seen that the output of coal was higher in 1924 than im 
any previous year except 1919, and higher in 1926 than in any 
year except 1918, 1919 and 1924, but whereas in 1919 less than 
16 million tons were despatched by rail, more than 16 million 
tons were despatched in each of the years 1924 and 1925. The 
stocks at the collieries have admittedly diminished, and as there 
is ho evidence of an undue accumulation of stocks elsewhere, there- 
mtrst have been a real increase in consumption not only as com- 
pared with the years 1921 to 1923, but also with the boom period 
from 1918 to 1920. The reduction in exports and in bunkering 
more than counterbalanced by the growth of the internal 


'I 

39. 'fhe chief reasbn why more coal is now consumed in India 
t, i! * ^ before is the growth of the Iron 

“f Steel industry. During tlie last two or 

^ ^ three years the exports of pig iron have 

rapidly increased and are now an important branch of India’s 
(foreign trade. For every ton of pig iron exported from 1-| to 1-^ 
;^8 of coal are burnt in the coke ovens and blast furnaces, whill 
Wf^ery- ton of finished steel manufactured nearly 4 tons of coal 

Iiidian keel from about 
po,000 tons in 1923 to about 300,000 tons in 1925, means an 
increase in the consumption of coal by 700,000 tons a vear. If 
the manufacture of steel at Jatashedpur bad ceased (and this was- 
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ioevitabie if steel were not protected), over a million tons of coal, 
which are now used in making steel, would have been thrown upon 
the maiket and prices would have been still further depressed. 
It is impossible to ignore the fact that the Coal industry has 
benefited to a far greater extent from the protection granted to 
steel than it can possibly do from any protective duty on coal. 

40 The present low prices of coal must be attributed not to a 
Low price of coal due decrease in consumption, for there has been 
to over-rapid develop- Blit to tliO fact tllEt, tilOll^ll tllB 

clemaBd lias lisen, tlie productive capacity 
of the mines lias increased still faster. Fiom 1917 to 1921 the 
mdufetiy was exceedingly piosperons. The demand for coal was 
glowing, foieigix supplies were unobtainable, puces weie steadily 
lising and the most sanguine hopes were entertained as to the 
prospects of the future. The natuial and inevitable result was 
that very many new mines were opened and deve^lopment in the 
^blei collieries was vigorously pushed on. Between 1914 and 1924 
the number of coal mines in Bengal and Bihar and Orissa rose 
from 555 to 872,^ while in the latter year 1-9 million tons of coal 
were raised in 215 mines which ai*e not mentioned in the Returns 
for 1920 and presumably wei^e not then in existence. In the event 
it has provod, as in many similar eases, that the prospects of the 
future had been overrated, and that the mines could produce much 
more coal than they could sell. In these circumstances a heavy 
fall in prices was inevitable, tliough it was retarded for a time by 
the wagon shortage So long as the railways were unahle to move 
as much coal as the mines could raise and sell, the quantity of coal 
effectively on the market was restricted, there was increased com- 
petition for the coal that could be moved, and the price in areas, 
where foreign competition is unfelt, was maintained at an artificial 
level. It was not until the railways could supply wagons 
promptly to any colliery that asked for them, that the competition 
between" mines to secure orders became intense and prices fell to 
their natural level. 


41, The fact that productive capacity has for the time being 
The excess of produc- outstripped a growing demand is not a 
■fcive capacity ever demand sufficient ground for protection, tor in sucii 
not a sufficient ground circumstances there is always a danger that 
for protection. unfit may be shielded from the conse- 

quence of their own miscalculations. Some of the new mines may 
be favourably situated and able to raise coal cheaply, but in the 
nature of the ease there must he many which would never have 
come into existence but for the boom, and cannot hope to survive 
under normal conditions They were started bv their promoters 
ikt .ihe^kdpe tlaf profits would be large, and the fact that, v^ith 
prices at their present level, tliey cannot raise coal except at a 
loss, gives them no claim to State assistance. The point is not 
indeed of much consequence in this enquiry, for the increase in 
^ §ales I'esulting from a protective duty would do very little to enable 


^ Of these only 696 raised coal during the year. 
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liie iebs e&cient collieries to survive. But even if tBey are left 
out of account, it lias still to be sbewii wby the State should 
vene on behalf of an industry which enjoys gpat natural ad- 
’s antage> and is less exposed to foreign competition than almost 
any other industry in India. Before a valid claim to the imposi- 
tion of a protective duty on coal can be established, it must be 

shewn that special circumstances exist which entitle this industry 
to exceptional treatment. One of the leasons suggested by the 
applicants for protection, viz., the South African railway rebate on 
export coal we shall consider in Chapter lY. The others will be 
discussed in this Chapter. 

42 Keither the disappearance of the indusfiial concerns which 
sprang up during the boom, nor the leduc- 

The claim of the Coal tjoQ bunkering, in so far as that is due 

-efly *« ‘ke o< fuel oil f.r 

coal or to a decrease in tlie number ot snips- 
calling at Indian ports can give tbe Coal indubtry a valid claim io 
bpei iai State "assistance. Piotective duties cannot lestoie to an 
industry markeU wliicli liave ceased to exist. The representatives- 
ot tile Coal industry, however, contend that the losb of the over- 
seas to coal from other countries was the diieci. result 

of the various lestiietious and controls to which coal traffic was 
subjected in the yeais following the war. In iiarticular the 
embargo on the export of coal came at a time when the shortage 
of sliipping was disappearing, and Indian coal must in any case 
have had a hard simggle to hold its own in the neutral markets- 
of Cf-nloji and the Stiaii^ The embaigo removed Indian coal from 
tlie field altogether, and gave its rivals time to acquire a firm 
grip on ihe^e markets. The coal owners argue Hint, though the 
action taken was no doubt dictated bv legard for the national 
iuteiest, yoI in so fat as injurv was Inflicted on it, the Coal indus- 
try has now a valid claim to special help. Shipments of coal to 
Tombav and Sind were not prohibited but were only permissible 
under lii-eufe, and the supj)ly of raibvav wagons was inadequate 
and was shieilv conti oiled, so that the coal trade with these 
ports was cari'ied on at a double disadvantage. These conditions, 
it is urged, were largely responsible for the dislike of Indian coal 
whim arrew up at Eombav and Karachi as well as in foreign ports 
and led con^mner^ to prefer South African coal. 


4^1. The embargo mav be partly responsible for the displace- 
The embargo on coal ^^ent of Indian coal in Ceylon and the 
exports not a reason for Straits Settlements, but as shipments to 
imporsmg a protective Bombay and Karachi were not prohibited 
u-yoncoa. could not affect these markets. The 

argument apparently is, however, that the embargo wavS imposed 
in the interests of the consumer who should not complain if he is 
asked to pay more for hi.s coal now in order to help the Coal in- 
dustry. The plea lacks cogency for at Bombay and Karachi the 


* This term includes Bombay and Karachi as well as such export markets 
'M Ceylon and the Straits Settlements. 
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interests of consnmei's could more easily titan elsewhere be safe- 
guarded without an embargo on exports, and the shortage in both 
places was in fact relieved by heavy imports from abroad. It was 
i»ot the Bombay and Karachi consumers who derived the greatest 
benefit from the embargo, yet it is they, and they only, who might 
have to pay moie for the coal they buy if the duty is raised. If 
an industry is subjected in the national interests to some special 
restriction "by which it is injured, it may have a valid claim to 
■special assistance later on, but not necessarily to assistance in the 
foim of a protective duty. It was the export trade which suffered 
from the embargo, and the measures which might make its recovery 
possible are not within the scope of this enquiry. Whatever they 
may he, a protective duty on coal is not one of them. 

44. The best Jharia coal, it is claimed, is intrinsically superior 
The prejudice against to Transvaal coal and as good as Katal 
Indian coal in overseas coal, yet consumers who are content to pay 
markets. ^ includes the duty 

of t annas a ton) for Transvaal coal, and Rs. 18-8 and Rs. 19^ 
for Natal coal, will not pay more than Rs 16-8 a ton for the best 
Jharia. This is said to be due to a prejudice created by the con- 
dition and quality of some of the coal shipped to Bombay in recent 
years at the time when licences were necessary. Protection is 
therefore needed until consumers have realized that Indian coal is 
worth buying and can he obtained of satisfactory quality. It is 
obvious indeed that, if the facts are as stated, protection is no 
more than a temporary expedient, the need for which will soon 
disappear. If the Indian mines could sell the best Jharia coal 
in Bombay for Rs 17 a ton, they would realize as high a price 
at the pithead as they cap for coal sold anywhere else in India, 
apd there would be no difficulty in doing this with Transvaal coal 
at the same price, if the purchaser believed that the Jharia coal 
was worth Re 1 more. Unfortunately he has still to he convinced 
of the fact. 


45. Whatever the reasons for the ^ prejudice ^ may he, there 
is no doubt at all as to the facts. Many 
TOe prejndio® jnsti- consumers in Bombay and Karachi will not 
W the best coal in preference to 

Bombay aad Sind. Transvaal and Natal coal unless the differ- 

ence in price is at least Re. 1 a ton in the 
first ^ase and Rs, 2 or Rs. 2-8 a ton in the second. The evidence 
taken by the Coal Committee and by the Board in this enquiry shows 
definitely that, eonsumep in Bombay and Sind dislike Indian coal 
because the supplies which reached them in the past were often of 
Irferior qualiiy, nr not what they were represented to be. As the 
V6kl Committee put it, The Bombay importer has to be convinced 
not that there are good Indian coals but that he can be certain of 
getting them/^ The higher price he pays for South African coal 
is to all intents and purposes an insurance premium, paid to ensure 


The Federation give Rs. 19 a ton as the c i.f, price of Natal 

which the duty would increase to Rs. 19-8-0. The evidence indicates, 
nowev^, that the price is actually a little lower. 
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and lie lae no motire for paXir a li’w 

IS not uncommon to find tliut fiTiT>nrto/l ^nuecessarily. It 

Mglier price than qinn'lnv r' i. Parted commodities command a 

Indian industry is new, the'^fact’ rS v ofte ’«^heie the 

in the mind of the purchaser Eo+ J r ^ pi'ejudiee 

coal cannot be esplmned in tbi's'J^^ the dissatisfaction with Indian 
which for manv years drew tbo T It" deeply felt in markets 

and bv purchasers who bod itf of their supplies from Bengal 

If oonXrtfi Ben1i“ :? 1““® “‘M”? -S*- 

miiBt be because tlie coal li* H coal, it 

do not of coxirse surest that a^l inferior. We 

marlvets in recent vears b-ia he, shipped to ovei^eas 

of fk. Coal S'LifX » “Xrt.r5i‘X'r.- 

Standard have suhered fT ^ maintain a bi^h 

everything but th^ohtn f who neglected 

aod'unaoWv of ti. f”L° ” ®“‘ “■'"Spa 

Committee in“ every oversea^” marl V witnesses to the Coal 

Rangoon, cannot he accouSS . Madras and 

evil hand gone far and thal a .cf cept on the supposition that the 

coal was leaving the port of Calc^ttr*"^^® amount of unsatisfactory 


^ of 

prejudice * given 
tae mine owners. 


46. Both the Mining Federation and the Afirin^ a • .• 
ExpWion of the endeavoured to account for^t^e” preiT 

Thettifi?'^"' 
tion put to them was:— specific ques- 

fie?by the^'StioJaLf® Prejudice referred to is justi- 
to Bombay m recent years ^ actually sent 

To tki, ^estion tke Wion ,a„ 

less he admitted that in the years TQJQ^^ can neverthe- 
Prices were high the sbTnr> when 

middlenien had no doubt to mX ^®^®^ally 

and ship a mixture of diferent Lad ®?“Po®Re cargo 
to adjust prices. But the real 
expenenced by the Bengal cLal ir^A’'^*^ is now 

position m Bombay is not retrieving- its 

these circumstanced but is such af ^ X out of 

^*^®“P[ on the part of any trade +« /■ “^^^^^iant on any 

which has captured a miet » * '^^splace competition 
The Association’s renW +1... 

pel .. a. eariy day, 


c 
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helped to create this prejudice. At this time, anybody 
— ^whether a Collieiy owner or not — w'ho wished to ship 
coal was granted a licence, no check being put on quality.. 
In_ this connection, the difficult conditions under which 
ships were loaded in past years by reason of the uncer- 
tain and shoit wagon supply muk receive seiious con- 
sideration.” 

In oral examination these replies were to some extent amplified 
but did not become perfectly explicit. Something was said of the 
misconduct of the middlemen who handled the trade of the overseas 
markets, of the inadequate wagon supply wffiich often made it im- 
possible to draw shipments from the most suitable collieries, and 
ot the restrictions to the free movement of traffic in the first four 
yeais after the war {e.g., the necessity of obtaining licences for 
exports to Bombay and Earachi), but it was not clearly explained 
now these restrictions had produced such unfortunate results. 

4T. It will be seen that both the Federation and the Association 
Bissatisfaction with ^ittribute the unpopularity of Indian coal to 
Indian coal not due the poor quality of part of the coal shipped 
Zoia ^ post-war years, and the Federation 

„ j ioon T,. • spopifieally mention the shipments of 1919- 
and 1920. It is certainly probable that the ‘prejudice’ grew 
up then, and in 1921 and 1922, when foreign supplies again reached 
Bombay, purchasers were in a position to contrast the quality of 
Biitisli an.cl South Afihan coal wiih what they had beeu receiviuo* 
froni Bengal. But in 1919 and 1920 Bombay was getting only a 
fraction of its requirenients by sea. In the two years from April 
u quantity of Bengal and Bihar coal trans- 

ported to Bombay by rail was nearly four times* as large as the 
quantity shipped from Calcutta to the same destination? If the 
quality ot the coal sent by rail had been satisfactory in all respects 
is impossible to believe that the condemhation of Bengal and 
Bihar coal m Bombay would have been so heaity or so unanimous 
It would be unfair to suggest that the conditions of the early post- 
war years had nothing to do with the unsatisfactory quality of the 
Mian coal supplies at that time. Unquestionably, both the res- 
^otionf op slipping and the wagon shortage made ‘it more difficult 
£or c^Wmers to get the qoal thiy wanted? or any Indfan Sal on 
liTOlh tffiey copifi rely. Fhe wagon eho-rtage in particular led to. 
e^dssive sacking at the mines and consequent deterioration of the 
coa. stacked and was responsible also for a reduction in the quantity 
of first class coal which could be marketed. r 


meaus the whole storv. 


But this is by no* 


48. We do not think that the two bodies, who represent the coal 
ResponsibUity of the industry in Bengal and Bihar, have been 
Coal indiMtry for the able to show that the mines are irmnnoT.!- 

WU. i„ ,hi, aad tha?l£”Xk 

‘ I ^ ^ responsibili ty rests elsewhere. It is no • 

j : * 1,661,837 tons by rail as against 454,358 tons by sea. • 
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sufficient explanation of tlie ‘ prejudice ’ that a few bad cargoes 

were shipped in the early daj’s ‘"of the pobt-war period. ihe 
feeling against Indian coal is far loo widespread and fax too deep*- 
rooted to be accounted for in this way. It extends to every over- 
•seas port to which Bengal coal was exported, but it is not !>} any 
means confined to these ports. Again and again duiiiig’’ i.».B 
Boaixr& enquiries mto steel and cement) ivitnesses who receive 

their coal by an all-iail route have complained of a market*, 
deteiuoraiion in the quality of ihe Indian coal supplied to them in 
the first years after the war, and the consequent difficulties with 
which they were faced. During the first thiee years after the war 
the demand for coal was insistent, and an absolute shortage was 
constantly threatened. A good price could be obtained for almost 
any quolity of coal, and the temptation to push sales at the expense 
of quality must have been very great. It would seem that the 
temptation proved too strong for many suppliers, and that niuch 
indifferent coal found its way to the various markets. If thi.> be 
so — and we do not think the evidence permits any other conclu- 
■eion — ^the mine owmers cannot fairly ask that the results of the 
mistakes made should he rectified entirely at the public expense or 
at the expense of the consumer. On the recommendation of the 
Coal Committee rebates have been granted which reduce the cost 
of transporting coal to Bombay and Karachi by 11 annas a 
ton, and a Grading Board has been established w^ose certificates 
should do much to satisfy importers that the coal they buy will 
be what it purports to be. These are the obvious measures for 
ovei coming the ‘ prejudice ’ which is the only hindrance to the 
free sale of Indian coal in Bombay and vSind, and if the coal 
owmers desire still further assistance, the onus lie«? heavily upon 
them to show" that they themselves are not partly responsible for the 
unpopularity of Indian coal. We do not think they have succeeded 
in doing so. 

49. If, as we believe, the dislike of Indian coal in Bombay and 
Unfairness of compell- Kaiaclil is grounded not on prejudice but on 
ing consumer to purchase the a(tual condition and quality of past 
Indian coal. supplies, a method of assisting the industry 

which operates by penalizing the consumer is not free from objec- 
tion. We do not lay great stress on this point, for, as we have 
iilready explained, the increase in price even at Bombay and 
Karachi is likely to be quite small. It is worthwhile, however, 
to remember wdiat the consumer point of view" may be. He turned 
to 'South African coal because he so often received bad coal from 
Bengal and Bihar, and the fact that he got bad coal in the past 
will not seem to him a good reason why the coal he prefers should be 
made dearer, or w"hy he should be coerced into buying the coal that 
he found unsatisfactory. It is hardly a sufficienfe reply to argue 
that he will be getting’ an equally good or better coal at'^a price no 
higher than he pays for Transvaal coal at present. The proof of 
the coal is in: the burning, and if he is satisfied that he will get 
good Indian codl, he will be, ready enoug'h to buy. He imav need 

c, , c2 
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a little persuasion but in every brancb of tiade it is tke business 
of suppliers to keep in close toueb ^itb tbeir markets and take suck 
steps as may be necessary to attract custom. It is not deal that 
tbe Indian Coal industry bas been fully alive to tbe needs of tbe 
situation, or sufficiently energetic in dealing with it. The Coal 
Committee in paragraph 120 of their Bepoit, aftei mentioning that 
the number of firms engaged in the coal trade in the overseas ports 
was small, wrote — 

•'We cannot hut think that this fact should have made it 
comparatively easy for the export eis of Indian coal to 
renew touch with then old markets when the embargo 
was lemoved had they taken energetic steps to that end 
immediately. If they had done so, they would have 
learnt at once of the dissatisfaction telt with the quality 
of Indian coal and (oiild have taken immediate steps to 
remove the prejudices which lapse of time has onily 
' made more deeprooted and consequentlj more difficult 

to eiadicate. We would strongly emphasise that, if the* 
expoiters of Indian coal are to recover and to letain 
their overseas markets, they must endeavour to secure 
closex peisonal contact with those markets than they 
have had in the past. It is not necessary, and it would 
he very expensive for the trade, to have permanent 
representatives at the principal overseas ports, but if 
frequent visits were paid to those ports by representa- 
tives of individual firms or of a eoinb|n^tiq|l| fii 
they should, we consider, have Valuable results, tn 
Bombay, for example, they might enable exporters of 
'' ^ geifi iialb’ ditedt touch with consumers to the 

^ mutual advantage of both.’^ 

50. Our conclusion is that the Coal industiy cannot fairlv ask 
Probable increase of government to do moie than it has alieadv 
isMpmeots of Indian coal none to reinstate Indian coal in the good 
to Bombay and Sind opinion of Bombay and Karachi importers, 
Without protection. that, in the special circumstances of the 

case, a method of assistance which might lay a burden on the 
shoulders of the consumer is unfair. But there is another aspect 
of ite matter (alreaify mentioned in Chapter II, paragraph 29) 
phieh deseit^es attention. It is not likely that imports of foreign 
5oal into Bombay and Sind will ever cea'^e altogether, for there will 
always be some consumers who have definite reasons for preferring 
a particular foreign coal, the importers of the highest quality 
of Welsh steam coal. But it certainly seems probable that, even 
without protection, Indian coal will before long supply a propor- 
tion of the total demand in Bombay and Karachi at least as large as 
it did before the war. It has been shown in Chapter II how during 
the last three years Indian coal has been steadih- recovering its 
position in these markets, and now that transport charges have been 
and a Grading Board established, progress should be 
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accelerated.* The ledxictions m the coal fieight by xail to Bombax 
announced by the Oommeice Member, when introducing the Bail* 
way budget foi 1926-27, should also give material help. Trom the 
Jst April 1926 the freight on coal from Jhana to Bombay uili be 
Rs. 13-12-0 a ton whereas the transport chaips V 2 d Calcutta amount 
at present to Es. 12-12 a ton made up as follows ; — 

Rs. A, P. 

Charges up to the time of shipment . . 4 8 0 

Sea freight 6 8 0 

Landing charges . . . . . - 1 12 0 


In addition there is the cost of conveying the coal from the biindei 
to the mill which, according to the evidence taken by the Coal 
Committee, is about Rs. 2-8 a ton. The terminal charges on coal 
brought by rail to a mill and unloaded in the mill siding are not 
precisely known, hut it would ‘-eem that, even wutli the sea freight: 
as low as Rs. 6-8 a ton, the all-rail route to the Bombay mill will 
be the cheaper and would certainly be so if the sea freight were 
higher. This fact may of itself serve to hold the sea freight at a 
ieasona1)lo level. If the shipments of coal from Calcutta to Bom- 
bay and Karachi weie to increase by about 100,000 tons, 75 per cent, 
of the demand in these areas would he met by Indian coal, and 
this IS the actual percentage of Indian coal supplied in 1910-11 and 
1911-12 when the imports of South African coal xvere negligible. 
If the coal sent to these markets is in fact superior to Transvaal 
coal, jr should not be very long, with prices at their present level, 
before 100,000 tons of foreign coal are displaced by Indian coal. 
But in that case the increase in output which protection can give is 
not 300,000 tons but 200,000 tons for an increase in sales of 100,000 
tons^ ai the expense of foreign coal ivS probable whether protection 
i.s given or withheld. 

51. The remaining reasons suggested for according exceptional 
National importance of treatment to the Coal industry hardly 
the Goal mdustiy and require detailed discussion. It is argued by 
unsalability of second the Mining Federation that coal Reserves 
' protection on national grounds, and that 

* The followine; taWe compares the figures for January 1926 witT^the 
inontiily average of 1925 — 


January 1926. 


Imports 

Thousands of 
tons. 

22*9 

Exports 

33-3 

Excess of imports 

• • • • 

Excess of exports 

10«4 

Shipments from Calcutta to 

Indian 

ports' .... 

, 116*0 


Monthly aveiage 
1925 

Thousands of 
tons. 

40-7 
18-9 
22 7 


85*5 
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It IS unquestionably importanrthaf^^T!^-*^'® argument that, while 

he derellped on anadlZu Lt ^^ 

use in an emercrencv o so that they may be ready for 

output of Indian coal h 21 iSiortls“?21%'"^1!'®'' tbe annual 
ease protection cannot le^rl in ^ In ttis 

Another plea put forward j worthy of the name, 

prices, second class coal cannot^bp tody is that, at piesent 

tection is not givL 4ll dTsLllp^^ ^ P^o- 

This line of aLumenT adS^of of 7 . ! altogetLr. 

exceedinfflv donKf^ni 4 .x. ^ least two answers. It is 

for ■*» ^“"8 

wew sent to Bombay and sLSi it ^ i -i v coal 

in Bengal and Biha? and io create’ taken off the market 

ooal. _ The evidence we havrSen h?!! second class 

^potite conclusion. It was Sated W Tb ’ P°“*® 

Mining Association that the BomWaJd*^ representative of the 

met bv an increased production of fi?«t rt demand could be 

the amount of first class S i Llf leave 

fisted. This may ver? Til he o 

between the price of fir?t and second ^ ^ ton 

difference varying* frow ^ coal means a percentage 

f Calcutta anTScJrcfalProar^^^^^^^^ 30%rcr/t 

for price in that area. ButTt s^Ste ^noe 

or Karachi where the percStaU “ Bombay 

than 20. Only first class paqI ^ difference to the consumer is less 
and it is quite^ possible that stand the heavy freight charge^, 
be met by a larger output of fiistTwo^r%1. Al- 

coal. Tl.. second objeeCt 

m coal to be second class and +>>a n-niw It is not a merit 

® f any time is because encuo-h^firerdasT^^ ?? 
cannot be raised at competitive prices T+ te 
Government to determiim what o?alit? of r 1 impossible for 
and to find a market for all c<^? fbt+ !l producing, 

standard. That is a matter which must bTleft°f 

the ordinary economic laws. ’ ^ ° operation of 

52. Our examination of the proposal to place a protective dutv o 

Suminary of the rea- ^ 1^®'® 1®^ ii® *0 the conclusion 

against a protective the case has not been made out Tb^ 

stoy on au imported coaL first condition laid down bv tbe Bteonl 

great natural advantagTs^but the^ second co?d V possesres 

for protection would not ’res^dt L 

the sales of Indian coal would not ekceed 30n%? i increase in 

u^d an increase of at least one-thi?d of tbfi^^ *^oii® at tbe outside, 

tt. duty i, u„t ,ni«d. Tl, afrd c?nd”l“‘. 
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ihm sense that the best Indian coal could even now be sold at 
Bombay and Karachi in competition -with South Afrit an coal at a 
price which would give the colliery owner the same pii(*e at the 
pithead, as for coal sold anywheie else in India, were it not tliat 
many consumers in these two cities will not bm it, unless ii> ]>ri(‘e 
is about Es. 2 a ton less than the price of the best South Afii(‘an' 
coal. The best Indian coal is not in fact infeii<jr to the best 
African coal, but the opinion of importer^ in the ue^t of India is 
justified by the condition and quality ot mm h of the < oal received 
from Bengal in recent years. It is for the muie owners to remove 
the prejudice of which they complain, and there is no reason why 
they should not succeed in doing so before long, now that (‘oai (certi- 
fied by the Grading Board when shipped fiom Cakiiita re(*eive^ a 
rebate which reduces the cost of transport by 11 annas a ton. The- 
bad condition and quality of much of the coal shipped to Bombay 
and Karachi in recent years is attributable in part to the restric- 
tions imposed on coal traffic in the first years after the war, but 
is due also to the default of the coal industry itself or of some of 
its members. In these circumstances, it would be unfair to put 
pressure on consumers in western India by making the coal they 
prefer more expensive. The depression from which the industry 
is suffering is due not to any falling off in the demand for coal but 
principally to over-rapid development — ^the result of a period of 
high prices. This depression is not in itself a >ufficient reason for 
imposing a protective duty, and none of the reasons for according 
special treatment to the industry suggested by the colliery owners 
warrants such action. An increase in the duty would leave prices 
in the greater part of India unaffected, and even in Bombay and 
Karachi the maximum increase possible at present is about 12 
annas a ton, A protective duty on all imported coal not, there- 
fore, open to attack on the groxmd that it would be n heavy burden 
upon industries. But in principle all measures which tend to raise 
the cost of fuel are prejudicial to indtistrial development, and 
should not be taken unless the reasons for them are cogent and 
convincing. For these reasons we are unable to recommend the 
imposition of a protective duty on imported coal generally* There 
still remains the question whether a duty on South Afncan coal 
only could not be justified on the ground of unfair competition and 
to it we now turn. 
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OHAPTEE IV. 


Proposed countervailing duty on South African coal. 

63. From the figures iu Appendix III it will he seen that two- 
thirds of the coal imported into India 
Complaint of the mine annually is South African, and it is these 
nory’^Sonth Afncan mportsVhich are the special grievance of 
coal IS unfair. the Indian foal indiistiy. ilie name owners 

contend that, without substantial assistance 
from the Union Government, South African coal cannot compete 
successfully with Indian coal in any Indian market. The South 
ifriran railways are the property of the State, and in order to 
develop the export trade the coal freights on these railways, it is 
said, have been so adjusted that export coal is conveyed to the ports 
at a rate which is uneconomic and does not cover the cost of trans- 
port. The concession to the export trade takes the form of a rebate 
of a very large part of the freight paid on all coal that is exported, 
and the plea advanced is that this rebate is indistinguishahie from 
a subsidy. The competition of South Ahimn coal is therefore un- 
fair, and the Indian coal is entitled to protection agaihet it 4 This 
claim, it is urged, would still hold good even if no sufficient reasons 
were found for imposing a protective duty on foreign coal generally* 
The tariff legislation of many countries has armed the, 
Government with power to prevent the injnty MotI*- 

tries must suffer if bounty fed or suhsidmed commodities are allowed 
free entry, th^ prin^ciple is accepted both by countries wdiieh 
h^ve definitely adopted protection and by some wffiich have not. 
The Indian Tariff Act indeed already contains a section ( 8 A), in- 
serted in 1899, which contemplates the impositions of a counter- 
vailing duty when bounties are paid, directly or indirectly, on the 
exportation of articles from other countries, and the power given 
by the Legislature should now be exercised. Such in substance is 
the case which we have to examine, and it will be necessary first 
to explain what the facts are as regards the South African railway 
rebate, then to determine, as far as our information permits, 
whether the rebate amounts to a bounty or subsidy, and finally to 
consider whether it is advisable in the circumstances to impose a 
countervailing duty on South African coal. 

54, The history of the railway freight ou coal exported from 
South Africa is long and complicated and 
o has been fully discussed in a separate note 

Soyti Afncan railways. Giawda. It will suffice to state the 

7 nam facts more briefly here. The exact date when special con- 
cessions to export coal were first granted by the South African Lail- 
. way AdminivStration has not been ascertained, but they w^ere cer- 
.i^iuly in existence before 1916 and probably as early as 1913. 
;; JChere have been several variations in the system, but the general 
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outlines have lemained the same. Theie is, in the first place, the 
ordinary fieiglit on coal which is consumed in the eountiy itself 
and is neither bunkered nor exported; there is, in the second place, 
a uiiifoim^ fieiglit on bunkei and expoit coal, which befoie the 
war was lower, and since the war has been hig'her, than the oidinory 
rate ; and, in the thiid place, a rebate of part of the freight is granted 
on all toal expoited and pait of ihe coal bunkeied. In efteci, 
theiefore, there are three separate taiifts applicable lespectiveiy 
to — 

(1) coal for internal consumption, 

(2) the bulk of the hunker coal, and 

(3) all export coal and part of the bunker coaL 

The following talde gives the actual rates charged at various dates 
per 'ton of 2,240 pounds t : — 



I 

j 

Domestic I 
rate. ! 

Bunker 

rate. 

Export 

rate 

DiitVrenee 
}>ehveeii the 
domebtic 
rate and 
the export 
rate. 

Diffeieiu V 
between the 
bunkei 
late and 
the ex]U)rr 
rare. 


£' -5. d» 

£ 5. cf. 


£ cL 

£ .9. d. 

Up to 1916 . 

0 10 114 

0 6 8 

1 0 5 6J 

0 b 6 

0 1 U 

1920 . 

0 12 7 

1 

13 0 

10 9 1 

1 

0 3 6 

0 13 IL 

1921 . 

1 0 12 7 

0 15 5 

j 0 6 

0 6 

0 0 14 

1922-25 . 

j 0 12 7 

i 

0 15 0 

1 0 6 34 

0 6 34 

0 8 84 


The special concessions granted in respect of bunker coal are as 
follows : — 


(1) In 1920 the export rebate was granted on coal bunkered by 

vessels which carried full cargoes of export coal. 

(2) In 1921 the concession was extended to vessels carrying 

cargoes of export coal of not less than three c^uarters of 
their total capacity. 

(3) In 1922 it was again extended to vessels carrying 5,000 

short tons (4,464 long tons) of export coal whatever their 
capacity. 


(4) Finally in 1925 the rebate, which had hitherto been paid 
only on the bunker coal required on the outward voyage, 
was also granted on coal burnt on the return voyage to- 
. South Africa. 


In 1921, different rate»,were applicable to bunker and to export coal, 
but the statement in the text is correct for other years. 

, j t Throughout this' Chapter the tons referred to are long t‘oris'''of 2,240 
. IM. except when short ” tons (2,000 lbs.) are'^speeiffcalhLUientioned. ' " 
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55. Except m 1921 (when different rates were fixed for banker 
and export coal) the amount of the rebate 
expor^^^Sd domlst^c IS equal to the difference bet^v^een 

freight— the primary mea- the banker rate and the export rate in the 
sure of assistance given to table in paragraph 54. In all the discns- 
expor ra e. sions on the subject that have come to our 

notice, it has been assumed that the rebate is a correct measure of 
the special assistance which the South African coal trade receives. 
This view is, we think, erroneous, for it ignores the fact that np to 
1916, the bunker rate was very much lower than the ordinary rate, 
and since the war appreciably higher. If the rebate is equated 
with the bounty, the result is to under-estimate the concession 
granted to the export trade before the war, and to exaggerate the 
help it has received since the war. The natural measure of the 
special assistance granted to export coal is (subject to certain quali- 
fications) the difference between the domestic rate and the export 
rate. If export coal paid the usual domestic rate it would obviously 
be impossible to argue that it was receiving any special help from 
the Government, and no complaint of unfair competition could 
stand. It is onlj in so far as export coal is charged less than the 
ordinary domestic rate that it receives specially favourable treat- 
ment. It will be seen from the table in para^aph 54 that (except 
in 1920 when it was smaller) the concession, both before and after 
the war, means the transport of export coal at half the domestic 
rate. 


The higher rate on 
'hunker coal 


66, The extent of the special help which the Sqnth African 
export coal trade receives U measured 
primarily by the difference between the 
domestic and the export lailway fieight 
from the coal fields to the ports, but there are two other factors to 
be taken into account of which the first is the higher rate charged 
on bunker coal. We have alluded in earlier paragraphs to the fact 
“that the bunkering trade is very sensitive to price, and that an 
increase in the price of coal at one port is likely to drive the trade 
to cheaper markets. In these circumstances it is natural to enquire 
how it has heen possible for the South African Railways to c barge 
hunker coal at a rate which exceeds the domestic rate by 2s. 5d. 
a ton. The explanation is, we think, to be found in the long dis- 
tancei^ ^which separate South Arfrican ports from those of Australia, 
^©“dth ionerica, India and the Ear East^^ and compel ships that 
toiu<ih at a South African port to replenish their bunkers before 
proceeding. Moreover, even with the higher railway freight on 
punker l^rhan and Delagoa" Bay may still be relatively cheap 
^ ^ iwiinfeerihg poktS- ^ compared with any alternative port to which 
vessels might resort. In these circumstances it may be quite pos- 
'sible to increase the freight on bunker coal to some extent without 
driving away trade and so causing loss of trajBSc to the railways. 
The higher rate on hunker coal must, we think, be regarded a$ an 
^application of the familiar principle all that the traffic , will 
a maxim which has imuoh to do with shaping railway^: tariffs 
If our view is correct, the increase in the 
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bunker rate at ouce makes it possible to effect an equivalent reduc- 
tion m tbe export rate without loss of revenue, and if the redut tiqn 
in the export rate led to larger expotis, the i ail ways vould gain 
from the resulting ineiease in the traffic they carried In such a 
case the adjustment of rates directly benefits the income of the line, 
and would be sanctioned by any railway administration, wheiher 
it was acting on behalf of the shareholders of a company^ or, as in 
South Africa, on behalf of the national G-overnment. Ho question 
i«s involved except such as constantly lead to freight changes on all 
railways. During the three years 1922-23 to 1924-25, the annual 
exports of coal from South Africa averaged 1,592,209 tons, while 
the coal bunkered at South African ports amounted to 1,578,586 
tons a year, t.e., for every ton of coal exported a ton of coal was 
hunkered. It follows that, so long as the bunker rate was higher 
hy 2^. 54. a ton than the domestic rate, the export coal could be 
carried at a rate lower by the same amount without loss of revenue, 
because the railway receipts on bunker and export coal together 
would he the same as if both had been carried at the domestic rate. 
This factor must, we think, be taken into account in determining 
what subsidy, if any, the coal exported from South Africa receives. 

57. In the last paragraph it was assumed that the whole of the 
Payment of the export bunkered in South Africa was carried 

rebate on bunker coal at the bunker rate, and the fact that large 
used by ships carrying quantities of bunker coal receive the export 
expor coa rebate was ignored. It is not possible to 

estimate, except very approximately, what proportion of the bunker 
coal IS carried at the export rate. We are informed* that the 
voyage from Durban to Bombay occupies about 17 days and that 
the coal consumption of a vessel of 5,000 tons capacity steaming 
10 miles an hour would be at the rate of 25 to 30 tons a*^dav. The 
consumption of a vessel of 10,000 tons capacity would be about 
double. On that basis a vessel carrying a full cargo w'ould bum 
during the voyage a quantity of coal equal to 9 per cent, of the coal 
she carried. But there are numerous complications for which some 
allowance must be made. The vessel may be carrying coal only 
to three-fourths of her capacity or, if Tier capacity exceeds 6,000 
tons, may be carrying only 4,500 tons.t Also the vessel may be 
carrying part of the coal for the return journey in addition to the 
coal required on the journey out. In all these cases the percentage' 
would be higher than for a vessel making a single voyage witlTa 
full cargo. Thus, for example, if a ship of 10,000 tons capacity 
with a cargo of 4,500 tons of coal carried bunker coal sufficient for 
a three weeks voyage the percentage would be 25. The extent to 
which the cost of the sea transport of coal would be reduced bv the 

* Messrs Macldiinon Mackenzie and Company state that the daily con- 
sumption at sea of a reasonably up-to-date cargo steamer of the capacitv 
of 5,000, would be about from 25 to SO tons.^^and for a steamer of 
10,000 bw from” “50 t<x -60 tons. These figures are ba^ed on a dailv run of 
about 240 miles, i.e., 10 knois^ per-hour ” For the distances “between 
Calcutta, Durban:; and Delagoa Bay and certai?! poi'ts, see App'^ndir VIIF 

t The minimtufi quantity which the. larger yessels must order 

;! ,:i6 earn the rebate is 4164 long tons. ' 
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rebate on bunker coal carried by coal exporting vessels would vary 
With every voyage according to tbe proportion of coal carried, and 
av.ua ding to several other factors none of wbicb can be exactly 
letciinined. In these circumstances all that is pos^ible is to give 
a luaximnni figure, and we do not think that the quantity of bunker 
coal, which receives the export rebate, can exceed 20 per cent, of the 
c[n^ntity of coal exported. That proportion would be high enough 
to enable a 5,000 ton vessel with a full cargo to peiform the double 
iouiney fiom Durban to Bombay and back, a 10,000 ton vessel with 
5,000 tons of coal to perforin the outward voyage only, and a vessel 
loaded to three-fonrths capacity to perform the ontward voyage and 
part of the return voyage. The proportion of bunker cokl which 
actnally receives the export rebate may be less than 20 per cent, on 
the aveiage bnt to what extent it is impossible to say. 

58, If 20 per cent, of the bunker coal is carried at the export 

saciifice of levenue by reveBue sacrifice by tbe Soutb 

the South African rail- African railways on bebalf of tbe export 
ways m the interests of eoal trade can be estimated. Por everv ton 
the eoal export hade ^ exported fonr-fiftbs of a ton of 

bunker coal is carried at the bunker rate and one-fifth of a ton at 
the export rate. The calculation is as follows: — 

S s. d, 

Er eight paid on 4/5ths of a ton of coal at 15 

shillings a ton 0 12 0 

Freight paid on 1-^th tons of coal at 6^. 34^. a 
ton O'- f 6| 

Total freight paid on 2 tons of coal of which one ton 
f i exported and one ton is bunkered . . , 0 19 Oj 

Freight on 2 tons of coal at the domestic rate — 

125, 7d. a ton 0 25 2 


Revenue sacrificed for every ton of coal exported 


0 5 71 

The basic assumption is that, so long as the freight paid on bunker 
and export coal together is not less than what would be paid at th^" 
domestic rate, no question of bounties or subsidies can arise. The 
^b<^ve calculation shows that, unless the bunker coal carried at ex- 
more '^han one-fifth of the total quantity of coal bunker- 
cannot exceed 55, 7-|d, a ten. "The sacrifice of revenue 
by fne Sonin African railway administration on the bunker and 
export cOal together seems to us the most accurate test to apply in 
determining the ^special assistance which the export trade receives. 
So long as ho revenue is sacrificed, an adjustment of raiWay rates, 
which favours export coal, cannot fairly be regarded as equivalent 
to a bounty. It may be argued on the other hand that, though the 
grant of the rebates on bunker coal carried by coal exportino* 
vessels is intended to . lead to a reduction in the sea freight on 
South African coal, it may not in fact do so. It is a sufficient reply 
:;i?hht^the ghly conceivable object of , giving the concession ie to. obtain 
'T^lhcfion, and that the system has remained in force fdr .five 
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years, and has been three times extended during that period. It 
IS a fair inference that, at any rate in the opinion of its authors, the 
concession has been eftectiTe in keeping down freights. 

59. The nett result of our examination of the figures is that the 

higher freight on bunker coal rathei more 
tIrTvIa freight ot compen.sates for the concession by 

particular commodities wliioli tne export rebate is paid on the liini- 
with the object of mcieas- i^er (‘oal carried by coal expoi1iii|^ vesseL, 
mg tiafiic geuerallj. reduction in rates, wbich may prove 

to be a bounty or subsidy, is brought down from to 6,^. 7|<f. 

a ton. The question niay be laised, however, whether the remis- 
sion by the South African railways on export coal of half the ordi- 
nary freight could not be justified on ordinary business principles 
as a means of securing additional traffic whether there was a sacri- 
fice of revenxie or not. Arrangements of this kind are not un- 
common on any railway system, and it may pay a railway to convey 
a particular commodity at something less than the actual cost of 
transport, if by doing so the traffic passing over the line is increased* 
The Agent of the Great Indian Peninsula Eailway explained to the 
Coal Committee that he had been influenced by this factor in reduc- 
ing the coal rates from the Central Provinces collieries. Our 
interest ’’ he said lies not only in moving the coal, but in keeping 
the collieries alive. If we increase the output by giving redu(;ecl 
rates to our collierieN, we probably double the traffic over that .^ec- 
“tion. If the collieries die out, we lose the incidental traffic such as 
hardware, pieoegoods, foodstuffs, etc. When we move coal from 
collieries on our own line there is a repercussion on other classes of 
traffic on our line ; when we take coal from other railways, there is 
no such result.’’* Unquestionably similar considerations must 
influence the vSouth African railway adminhsiiaiion in fixing the 
(oal rates on their system and the rebate on export coal .ha.s raised 
the exports by nearly million tons a vein. Can the view be 
accepted then that the 50 per cent, reduction of the railway rate for 
export coal is merely an ordinary business arrangement which 
would be adopted by any other railway in similar circunistamjes? 
We do not think it can, and we shall endeavour to explain oxir 
reasons for holding otherwise. 

60. Coal is a commodity which in every country the railways 

Domestic rate on coal mtist cany at a rate wliirhy low as com- 
too low to admit of pared with the rates on almost all other 
drastic reductions on commodities. The cost of fuel is vital to 
export coal. industries everywhere, and high rates on 

coal mean slower industrial progress and consequently, in the long 
run, less traffic for the railway itself. If ordinary coal rates cover 
the actual cost of transport, it is as much as a railway can 
hope for, and if they fail to do so, it is usually possible to make up 
the difference by higher rates on other commodities. It is 
evident from the figures quoted in the opening paragraphs of 
Mr. Gihyala’s note, that the South African Eailways conform to 

* Evidence ■ “given : before the Indian Coal Committee^ >'Y olume III, 
.page 188 . 
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the oi'dinary rule, since the domestic rate for coal is lower not only 
than all other domestic rates except on lime and on bricks, stone 
and mining poles, but also than the special export rates for any 
commodity except (for certain distances) maize and iron ore. It 
IS a fair presumption, therefore, that the ordinary domestic rate for 
coal, which exceeds the pie-war rate by only 15 per cent., has been 
fixed as low as it reasonably can he on "ordinary business principles, 
and is no more than sufficient, if it is sufficient, to cover the actual 
co^t of transport. But if so, the considerations outlined in para- 
graph 59 have alieady come into play in fixing the ordinary domes- 
tic freight, for it is precisely such considerations which determine 
what a fair commercial rate for a particular commodity is. When 
the ordinary rate is already very low, there is the less margin for 
further reductions. To the South African railways considered 
merely as a commercial concern, the extra traffic can hardly he 
worth the very high price paid to obtain it. 

61. It may be that, as a purely railway proposition, it would be 
Only a substantial policy to make some reduction in the 

fieight concession could ordinary coal rate if in that way a large 
develop South Africa's export trade could he developed. But here 
export coal trade there are two difficulties, for, in the first 

place, it does not seem possible that in this way the sacrifice of half 
the freight could be justified, and, in the second place, unless the 
freight concession were very large, South African coal could not 
compete in the markets of southern and eastern Asia. 

This will be evident from the following table which compares the 
charges^ which at present have to be met on South African Ooal 
before it reaches ‘Bombav, with those which would be incurred if 
the rebate were withdrawn. 




Present charges 
]>ei ton 

Chaiges per ton 
if tlie rebate 
s\ere with di awn. 

Rail freight 


£ S', d. 

0 6 U 

£’ s. d, 

0 12 7 

Port charges in South Africa 

• 

0 1 2-^ 

0 1 2V 

Sea freight 


O 

O 

o 

1 0 11 3* 

Other charges (estimated) 

- 

0 10 

! 0 1 Of 



1 

0 18 6 

1 1 6 0| 


have estimated that the biiriker Coal carried at the export rate is- 
exported from South Africa. Tbe difference between 
tpe domestic, rate, and the. export, rate is 6s, a ton and one-fifth of 

.^1% SUlU IS Is/ ^ ^1--^ XT-- lx £ 


- , , .?!?'♦' is attuned in the table that the sea freight from- 

w ‘ can hardly be ]es«" 
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It 'Will be seen tliat Natal coal wotild lave to bear charges aggie- 
gatmg £1^0-0 a ton, wb€reas the ci.f. price of Natal coal is about 
Es. 18 or ^£1-7-0 a ton. However cheaply coal can be mined in 
Soutb Africa, it certainly could not be raised at 1^, a ton. It is 
evident that, uitliout a veiy sxibstantial reduction in the transport 
^charges, South African coal could not come on the Bombay market 
at all. The inference to be drawn is that the extent of the freight 
concessions to export coal has been determined not by the revenue 
which the railways could afford to give up, Inii by tbe assistance 
the export coal trade required if it was to sell freely in India and 
the Far East. 

62. It is of course impossible in this enquiry to ascertain exactly 
how the finances of the Soxith African rail- 
ways are affected by the rebate on export 
coal, or to determine the motives under- 
lying the action taken. But there is clear 
evidence that the development of a large 
export trade in coal is the deliberately 
adopted policy of the South African Q-overnment, who in 1920 set 
up a Commission to investigate the possibilities of the export trade 
and to devise measures for its expansion. The Commission siib- 
mitied its report in 1921 and recommended inter aha that export 
•coal should be graded and <ateps taken to obviate the risk of spon- 
■taneous iguition which had hampered the trade in the past. Effect 
was given to the proposals of the Commission in the Coal Act of 
1922 which set up a Grading Board and prohibited the export of 
ungraded coal. The rebate on export coal, it is true, was first paid 
several years before the Commission was appointed and is not 
covered by their reeommendaiions, but it is nevertheless an integral 
part of the same policy. The evidence points to the conclusion 
that it is granted not as a mere matter of railway economies, but 
•also on commercial and industrial grounds, by an authority which 
takes a broad view and considers the national interests as a whole. 
Air. Ginwala has drawn attention to the fact that the railways and 
harbours of South Africa are under the control of a unified adminis- 
tration behind which stands the Union Government, and it is 
■obvious that in these circumstances railway rates can be 
adjusted in order to facilitate the attainment of what are held to 
be important national ends. It is impossible to determine the 
lowest freight at which a South African railway administration 
working the lines for the profit of its shareholders would carry 
■export coal, but in our view the evidence justifies the conclusion 
that the adjustment of railway freights so that on export and 
ibunker coal together the freight is little more than half of what 
Wpxild be. charged if the coal were intended for internal consump- 
tion,, ft measure deliberately taken as a means for developing the 
Coal g.ud not primarily as a means of securing additional 

ytraffic for th^ railways, ‘ - 


South African rebate 
on export coal introduced 
m the interests of the 
coal industry rather than 
lo bung traffic to the 
railways. 
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63. Our finding as legards tlie competition of Soutli African 
coal IS tliat tlie export trade does in fact 
Export bounty on leceive special assistance in tlie form of 
lesf than Ret'isTa ton ^ lebate of railway fieiglit, and that although 
pait of the difference between the expoit 
late and the domestic rate can be justified on the ground that^ 
directly or indirectly , it pays the railways to make the reduction, 
theie IS a balance which cannot be explained m this way and must 
be regal ded as a bounty. The extent of the subsidization cannot 
be gauged exactly, though we have given leasons for believing 
that 5^. 7j(L a ton i^^ a maximum figuie. For piactical purposes, 
howevei, it is not impoitant to asceitain piecisely vhat the amount 
may he. It wavS explained m paiagraph 35 that an increase in the 
duty on coal from 8 annas to Bs. 2 a ton would do all for the industry 
that pioteetion can do, and we think that the expoit bounty received 
by South Afiican coal cannot he less than 2s. 3(L which is the equi- 
valent of Be. 1-8. The issue must therefore be faced whether 
a countervailing duty of Be. 1-8 a ton should be placed on coal 
imported from South Africa. 


It IS held in some countries that as soon as the existence 
of a bounty is established, a duty should 
automatically be imposed, and that it is need- 
less to make any further enquiry. Thus the 
Tariff laws of t:he United States of America^ 
and the Dominion of Canada declare that 


64. 


The existence of a 
bounty does not of itself 
justify the imposition of 
a counteivailmg duty 


countervailing duties shall be levied if unfair competition exiptSj^ 
whereas the Japanese, Australian, Few Zealand aud South Afritjan' 
laws, and section 8 A of the Indian Tariff Act, merely confer a 
disor^tionaxy power on the executive Q-overmnent and piovide that 
in oertain circumstdhees stich duties be levied. In the latter 
countries it is generally provided that injury or detiinient to a 
home induvStiy mu«t be established before action can be taken, and 
it follows, of coui'vse, that the imposition of the duty is not automatic 
but involves an eiiquuy into matteis other than the payment of 
bounties. In India, where the power conferred by the Legislature 
is purely discretionary, and the law lays down no special conditions 
other than the payment of bounties, direct or indirect, it seems to 
us that it ought to be exeicised in general acx'ordaiice with the policy 
of discriminating protection approved by Groverninent and by the 
Legislature. In countries such as Australia, where a strongly pro- 
tectionist policy has been followed for many years, action may often 
he taken as soon as a frimd facie case of unfair competition and con- 
sequent injury to industries is made out. But it does not follow 
in the least that India, where the economic policv is different, should 
adopt the same course. We do not suggest that the issue should be 
decided on abstract grounds or by any rigid application of the condi- 
tions bv which requests for protection are ordinarily judged. But 
we hold that there are several points to he examined before the 


Fordney McComber Tariff Act, 1922, section 303. 
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authority competent to impose a coiiiitei yailmg tint} nndei the 
Indian law deeideh to take action, 

GO. Since tlie wai a('iioii has seTeial times )jeen taken in tlie 
Pioceduie for safe- Fmted Kingdom to s..legimr(! industries, 
guaidiiig mdubtiies ii\ the y Inch suiter tiom iiiiiau i‘ompei it ion, and il 
UiKted Kingdom. wortli wliile to explain wl\af tiie 

points are wliicli aie invest igated Getoie a decision is leaidied, loi 
they ofiei valuahle giiulaine a^ to the circunistaiitv^ i-devain in an 
enquiry ifito unfan t onr|)et riion. Iknt fl ol tlie Sateguai ding of 
Indirstiies Act gives jmwei to tlie Boaid oi Tiade to impose a duty 
(subject to confiiination by a llesolution ot the House oi Common^), 
and lays down the piocedure to be followed. It will not be neces* 
saiy, however, to examine the provisions of the Act in derail, toi 
the enquiries held since rebruary 192b have been conducted, not 
under the provisions of the Statute, hut under executive order. 
Each industry that applies is the subject of a .separate enquiry by 
a Committee, and if the Committee recommends a duty, or an 
additional duty, and the Goveinnieni' aguec'^, the pioposal is em 
bodied in a Einance Bill and passed through Pai-liament before it 
becomes effective. The piocedure to be followed is laid down in a 
White Paper (see Appendix IX), and it will suffice to note here the 
important points. Befoie the Board of Trade can order an enquir} 
it must be of opinion — 

(or) that the industry is of substantial importance, 

(b) that there is immd facie evidence that the competition 

of foreign imports is exceptional, and 

(c) that employnieiit in the United Kingdom is seriously affect- 

ed by the competition. 

The applicant industry must also show that there aie iea‘==ons foi 
considering the competition unfair. The Board can refuse an en- 
quiry, irrespective of other conditions, if they are of opinion that 
the industry is not carried on with reasonable efficiency and econoinv. 
or that the imposition of a duty would exert a seriously adverse 
effect on employment in other industries. Out of *34 applications 
for enquiries made since the White Paper was published the Board 
has already refused 13. The Committee appointed to make an en- 
quiry must report on the following points : — 

(1) Wliether the industry is of substantial importance. 

(2) Whether the foreign goods are being impoited in abnormal 

quantities. 

(3) Whether the foreign goods are being sold at prices below 

the cost of manufacture in tlie United Kingdom. 

(4) Whether employment in the industry is seriously affected 

by the sale of the foreign goods. 

(5) Where the competition is unfair, under any of the f ollow** 

' ■' ' : ■ > 4ng heads : — ■ ' " 

.Depreciation of currency, ' 

^ ‘ or bounties, y 

(c) Ihferiot conditions, as regards laboitr. ■ ■ 
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(6) Wlietlier tlie industry is being cariied on witlx reasonable 

efficiency and economy. 

(7) Wlietber tlie imposition of a duty would exeit a seriously 

adverse effect on employment in any oilier industry. 

(8) Wbetber a claim to a duty bas been established. 

It will be seen that unfair competition must be established before 
a duty can be imposed, but it is only one out of several points to be 
investigated. We do not suggest that count ei vailing duties should 
never be imposed unless every one of the conditions is satisfied, but 
we hold that all the relevant circumstances require examination 
before a decision is reached. 

66. In the United Kingdom the effect of a countervailing duty 

upon other industries is always examined, 
Duty on South African 2 iiid if it is likelv to prejudice them seriously, 
industries m India. the application tor a duty may be refused. 

In India a duty of Ee. 1-8 a ton on South 
African coal is not likely to handicap any industry materially, for 
though the piice of South African coal might be raised by the full 
amount of the duty, the price of Indian coal would not go up hy 
more than 12 annas a ton, and even this small increase is doubt- 
ful for the possibility of importing from the United Kingdom and 
other countries might keep the price down. We do not apprehend 
that the duty would inflict serious injury on industries in Bombay, 
and though at the present time any increase in industrial costs in 
that city is to be deprecated, we do not consider that a valid objec- 
tion to the duty can be based on that ground. There are, however, 
other aspects of the case to be considered. 

67. A committee a;ppointed by the Board of Trade to enquire 

Success of South Afn- an application for a duty tronld Have 

can coal not dne entirely to report whether the imported goods were 
*0 the bounty. being sold at prices below the cost of manu- 

facture in the United Kingdom. The question in this precise form 
is hardly applicable in oui enquiry but it will serve to draw atten- 
tion to a relevant point. South African coal is not being sold in 
Bombay at a price which is lower than the price at which Indian 
coal of tbe same quality would sell if its price were regulated solely 
by internal competition. The best Jliaria coal, it is claimed, is as 
good as ISTatal coal which sells at Es. 18 a ton c.i.f . Bombay, whereas 
■internal competition would keep the price of the best Jharia 
coal at about Es. 17 a ton. We cannot ignore the fact that the 
-reductions in railway freight which South African coal enjoys would 
not have sufficed to displace Indian coal in Bombay and Sind had 
consumers been satisfied which the Indian coal they were receiving. 
It is not, therefore, the bounty alone which has led to a decrease in 
the sales of Indian coal in certain markets, but the bounty combined 
with the unsatisfactory quality and condition of Indian supplies in 
'the past. An industry, which is itself partly responsible for the 
injury it has suffered, has not the same claim to protection, against 
tunfair competition, as an industry that is. blameless, aqd it is no 
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doubt for this leason that Committees ie the United Kingdom mnsi 
leport whethei the industxy is conducted with leasoiiable efficiency 
and economy. 

68. Two other points which aie specially investigated in the 

Extent to which the Kingdom aie '{«) wlietlier the ^ 

sales ot Indian coal would goods aie being imported in abnonnai ^uanti- 
piobably increase if a ties, and (b) whether employment in the 

South AfncarSl!'^ domestic industij is seriously affected. 

Both points aie concerned with the question 
whether the injuiy resulting from the untaii competition is serious. 
The impel ts of South African coal into Bombay and Sind are nut 
more than 260,000 tons a year which is less than 2 per cent, of tiie 
coal output in Bengal and Bihar and Orissa, and the quantities are 
abnormal only in the sense, that, if the export trade received no 
special assistance, they -would be even smaller. It is not correct, 
moreover, to assume that the benefit the Coal industry would reap 
fiom a countervailing duty can be measured by the quantity of coal 
imported from South Africa. We have estimated (paragraphs 21 
and 50) that a duty on all imported coal could not increase the sales 
of Bengal and Bihar coal by more than 300,000 ton^^i and that an 
inciease of not less than 100,000 tons is probable in any case, as s 
result of the new rebates and the grading of shipment coal. South 
African coal is about two-lhirds of the total imports, so that the 
maximum increase to be expected in the sales of Indian coal is 
200,000 tons, or, if the increase in sales which is probable in any 
ca<^e be deducted, about 133,000 tons. But there is another factor 
to ])e taken into account. An additional duty on South African 
coal might result in increased sales not only of Indian coal but also 
of coal imported from other countries, and particu laxly from the 
United Kingdom. It is evident from their pi’oposals that both the 
Mining Federation and the Mining Association hold this view, and 
on a matter of this kind their opinion is weighty. Some deduction 
must be made on this account, and we are unable to put the increase 
in the demand for Indian coal resulting from an additional duty on 
South African roal at a higher figure than 100,000 tons, which is les& 
than 1 pel cent, of the output of the Bengal and Bihar coal fields. 
It is obvious that such a duty can do little to diminish unemploy- 
ment or to keep mines open w’hioh otherwise might close down, 

69. To sum up, it can be urged in support of a countervailing 
Countervailmg duty duty on South African coal that its export 
on South African coal is in effect subsidised by the South African 
not recommended. Government, and that "the duty would not 

seriously prejudice any Indian jpidustry. On the other side we have 
shewn that no additional duty would be necessary to keep South 
African coal out of Bombay and Sind if Indian coal could command 
the price to which its merits entitled it, that without the aid of an 
^clditioiiai duty Indian coal has gradually been recovering Tts: old 
positimi iu mark^^^ and is likely to do so more rapidly in the 
futiire now charges Save been i^educed and slxip- 

' mciit coal is gTa&d, 4nd that the imposition of the duty wottld not 
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inciease the sales of Indian coal by more tbaai about 100,000 tons. 
In view of tliebe tacts we are unable to recommend the imposition of 
a duty on South Atiican coal, and the measiiies already taken, ciz., 
the rebate of lailway fi eight and poit charges, wilf, we believe, 
enable the industry befoie long to supply as large a proportion of 
the demand at Bombay and in Bind as it did in 1910 and 1911 when 
the inipoitb of South Afiiean coal weie negligible. The adjustment 
of the railway freights in South Africa with the object 
of fosteiing the expoit tiade in coal is not m our opinion a sufficient 
i^^ea'^on for attempting to shut out South Afiican coal completely 
fioni the Indian maiket. It w'ould he possible in this w^ay to inflict 
some injuiy on South African trade, but protective duties aie impos- 
ed not to injure the industries of other nations, but m order to bene- 
fit the industries of the country imposing them. The advantage to 
the Indian coal industry of imposing an additional duty on South 
African coal would be almobt inappreciable, and insufficient to 
justify the measure proposed. 

70. On broader grounds we hold strongly that it is idle to seek to 
Piofective duties m- iC'stoie piosperitv to the Coal industry by 
appiopiiate to the coal means of protective duties. The one cure for 
industry. ^ difficulties is a" substantial increase in the 

demand such as might result from rapid indnstrial development in 
India or the recap tuie of the export markets, and no such increase h 
conceivable unless every step is taken to make coal cheap. A protec- 
tive duty on coal is open to greater objection than a similar duty on 
any othei conmioditv in industiial use, because an increase in its 
price is leflected in the liighei costs of all other industries. It is no 
less tiue that of all industiies the Coal industry is least able to 
benefit from a protective duty, for it c^amiot flouiish alone, but can 
develop only in proportmn to the geneial industrial development of 
the countiy. The imposition of a duty on South African coal would 
arouse hopes and create expectations that in the nature of the case 
cannot he realized, and would he of no service to the industry in 
those external maikets such as Cevlon and the Straits Settlements, 
where the competition of South African coal is more formidable than 
jn Bombay and Sind. The need for defensive measures against 
unfair competition fioin abroad must depend largely on the extent 
of the injury inflicted on domestic industries, and the greater the 
injury, the more important it becomes to devise a remedy. But a 
duty is not the only weapon which can be used, and often 
hot the most effective. The imports of South African coal into 
India are comparatively small, but the quantities sold in the external 
markets are very much larger, and it is there that the coal industry 
has suffered seriously. When'**lt is a question whether unfair 
competition should be countered by such a duty, the true criterion 
to apply is ubt thq extent of the injury suffered from the competition 
but the adYuutage to be derived from tlie duty. XI* it he the case 
jthnt the houmiy on South African coal is the' main reason for the 
lose of the hxpori and if the measures already taken do not 

lead to their recovery, then a new issue would arise which might 
demand investigation. But the question of the export trade is not 
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beloie iis, and we have lefeirecl to it only in oi'der to explain wby 
T\e cannot legaid South Afiiean competition in exteinai markets as 
a leason foi imposing a eountei vailing duty on South African coal 
iinpoited into India. 

71. In biingiiig this Repoit to a close we must allude briefly to 
one inoie aspect of the ease. Protective 
^^hatevei lea.ou iuipo.ed, may 
lead to letaliatoiy action by the countries 
aflected, and a duty vliich applies only to impoits from a paiticular 
eoiintiy is specially likely to piodnee this lesult. In such a case it 
may be necessaiv to consider whether the aggiieved countiy will be 
inclined to letaliate and whether it can letaliate successfully. On 
the point, the prohahility of retaliation by South Africa, if an 
additional duty is placed on South African coal, we find it difficult 
to ofter any opinion, for there are political and psychological consi« 
derations involved which are outside our scope. Something may, 
liowevei, be said on the question whethei South Africa could reta- 
liate successfully. According to the Tiade Returns the value of the 
Indian exports to South Africa and to Portuguese East Africa^ in 
19*24-25 wms Es. 876 lakhs and the most important items are : — 


J life lua 1 lu f 0 ( r ures 
Pice 

Cotton manufa(*tures 


To all Aincc 
ics nijjs 

. 1194 } 

. 52-4 

5-4 


To Portugnefto 
East -Urica 

48*7 
9 9 
29 5 


Apait fi()3n coal South Afiica expoits to India almost nothing except 
cold which is (leailv on a diiteient footing fiom other merchandise. 
It doe> not seem likely that South Afii(‘a would levy a retalialoiy 
duty on uite, bui the case of ii(e and (‘otton goods is not so clear. 
If the duties on ilicse coimnodities weic» lai^ed, a large slmie ot ihe 
buiden would fall on the Indian popuiarioii of the T’^nion, and 
especially tliose who liaxe settled down as sinall tiadei- and aianu- 
faiTiirers, and the duty on (*otlon goods might be detiimental lo 
Pombav's e\])(m luule It (‘aniiot he said that the South African 
(foveinmeJit uould find li im pas'll ble to leiuliate if il iiidged such 
action expedient. i>r that the letaliaticm uoiild not l)e efiectue. If 
there be any risk that vSouth Atiica might in this way counter an 
additional duty 0 )i South African <‘oal, it inevitably strengtlions 
the ohm^tion to a meaMiie {roni whuh India stands to benefit so 
little. 

72. Onr findings regarding the pioposecl duty on South .^fricai. 

The Board's findings ^cal mat be summarised as follows;-' 
regarding the proposed 
duty on South African 
eoah 

(1) On the South African railways coal for bunkering and 
export is carried at a rate which is lower by 5s. l^d, a 
' ton than the domestic rate for the same distanc e. 

Wo have included the exports to Portuguese East Africa because part of 
them, though not all, must eventually reach the Transvaal througij Delagoa 
Bay. : 
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(2) Some reduction as compared with the^ domestic rate could 

be Justified on the ground that, directly or indirectly, 
the railways gained fiom the increase in traffic, but it i& 
not possible in this way to explain a reduction of about 
45 per cent. 

(3) The freight concessions to the export coal and part of the 

bunker coal are integial parts of a policy which aims at 
the development of a large export trade, and were 
granted not merely in older to increase the railway 
traffic but also in the interests of the Coal industry. 
Special assistance of this kind is equivalent to a bounty 
on export and must be regarded as unfair competition. 

(4) The exact amount of the bounty cannot be determined but 

it is not more than 5^. 7|-i. nor less than 25. Bd, a ton. 

(5) An additional duty of Re. 1-8 a ton on South African coal 

would suffice to give the Indian Coal industry all the 
benefit it could derive from a duty of this kind. 

(6) It is doubtful whether the price of Indian coal in Bombay 

and Karachi would rise at all as a result of the duty, but 
the increase (if any) would not be more than 12 annas a 
ton. There would be no increase elsewhere. 

(7) A duty on South African coal would not add appreciably to 

the costs of any Indian industry. 

(8) The invasion of the Indian markets by South African coal 

is not due to the bounty alone but also to the unsatis- 
factory quality and condition of the Indian coal sent to* 
Bombay and Sind in recent years. Part of the respon- 
sibility for the latter factor rests on the shoulders of the 
Coal industry in Bengal and Bihar, 

(9) The increase in the sales of Indian coal in Bombay and Sind 

resulting from the duty would not exceed 100,000 tons- 
a year when allowance is made for the coal re-exported, 
the probable increased imports from other countries, and 
the increase which is probable even without protection.. 

(10) A duty on South African coal would do little to diminish 
employment or to prevent the shutting down of 
mines. 

(XI) The competition of South African coal has been felt not 
only in Bombay and Sind, but 'also in Ceylon and the 
Par East, and the loss of the latter markets is a much 
more serious matter than any injury suffered in the 
former* The imposition of a oountervailiug duty on 
, ^ South African coal will do nothing to help the Coal 
1 ' ^ industry where help is most ueedeC 

(12) X on South Amcan coal pipvofe refaliatoiy 

measures# and the possibility of e&etiVa retaliation by 
Ihe ©overntnwt <^anot be exeludei* 

|1S) In ill tiie circumstances cis ih4 case it is 

impose a countervailing duty on South African coal. 



MAJORITY REPORT. 


49 


73. Our colleague, Mr. Ginwala, concurs substantially in tbe 
findings numbered 1, 3, 4, 5, 6, and 7 in 
bv^Mr ^mwala^** ”****** paragraph 72, but be considers that while 
^ ■ ■ theie is no justification for imposing a pro- 

tective duty on imported coal generally, it is desirable that a 
countervailing duty of Es. 1-8-0 a ton should be imposed on South 
African coal. His reasons for rejecting the proposal for a protective 
duty on all imported coal are not identical with ours, and for this 
reason he has preferred to record his views in a Minority Report 
rather than in a Minute of Dissent. Ror this reason he does not 
sign this Report. 


G. RAINY — President. 

-J. MATTHAI— J/ember. 


C. B. B. Glee — Secretarij, 
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MINOKITY REPORT. 


MINORITY REPORT. 

CHAPTER I. 

Reasons for dissenting from the Majority Report. 

I legiet tlie ciicumstanees which hare made it necessary for me 
to write a dissenting report, for on many 
Agreement with Majo- essential points mv colleagues and I are 

Sl'ereMe^oropinwTts substantial agieement. All of us agree 
regards recommendatioas. tliat the Indian Coal indnstiv has failed to 
establish any rase for pioteetion on general 
grounds although my leasons foi i ejecting the pioposal for a protec- 
tive duty on all impoited coal aie not those niged in the Majority 
Eeport, " 

2. In my opinion, the competition with Indian coal of the coal 

- 3 , - . , . imported fiom countries other than South 

tiol^Rrarothf counter Africa calls foi little consideration. _ The 
thiee othei countries fiom which coal is im* 
ported are Gieai Biitnin, Australia and Japan. The imports from 
the two lattei aie negligible and, while those from Great Britain 
irached a high figure in 1921 and 1922, owing to the abnoimal condi- 
tions then obtaining, they fell to the pie-war figure immediatelv 
these conditions disappeared. Even if these imports had been much 
heavier, I vshonld still have excluded them from my proposals for 
the simple leason that the bulk of the coal imported from the 
TTnited Kingdom is of a kind and quality diffeient and superioi, 
against which the best Indian coal cannot reasonablv expect to 
compete. The exclusion is on the analogv of tbe Steel industiy 
in which, for instance, we confined oiii lecommendations to those 
classes of steel which could he manufactured in India out of Indian 
ore* In substance, the exclusion js based upon the aiguinent that 
no competition does, in fact, exist between the coal fiom the 
United Kingdom and Indian coal, each being in a separate categoi^V, 
and that theie is room in the eountxy for this kind of coal which 
it needs hut cannot produce. 

3. In connection with the competition of South African coal 

^ ’ll- a ii- reached by somewhat different 

^ roads, the same or similar conclusions on the 
most important of the relevant facts. My 
colleag'ues have come to the following findings* which, as far as 
they go and except as to the amount of the bounty, I accept as 
substantially representing my own views: — 

'1||| Gn the South African railways coal for bunkering and 
" expor^.ie carried at a rate which is Jower by 5^. 

J . tt than tfie domestic rate for the feame distance. 

^ ^ ^ ^ 

* Paragraph 72 of the Majority Keport. 
t My estimate of the rate is 7s. 6d. per ton. 


( 2 ) 
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(3) The freight concessions to the export coal and part of the 
biiiikei (‘oal aie integial parts of a policy which aims 
at the development of a large export trade, and were 
granted not merely in order to increase the railway 
tiaffic hut also in the interests of the Coal industry. 
Special assistance of this End is equivalent to a hounty 
on export and must be legarded as unfair competition. 

(41 The exact amount of the bounty cannot be determined 
but it IS not more than 5s, nor less than 2s. Zd, 

a ton. 

(5) An additional duty of Rs. 1-8-0 a ton on South African 

coal would suffice to give the Indian coal industry all 
the benefit it could derive from a duty of this kind. 

(6) It is doubtful whether the price of Indian coal in Bombay 

and Karachi would rise at all as a result of the duty but 
the inciease (if any) would not he more than 12 annas 
a ton. There would be no increase elsewhere. 

(7) A duty on South African coal would not add appreciably 

to the costs of any Indian industry. 

ily colleagues say In India ... . . where the law^’ 

(that is to say, ^ection SA of the Indian Tariff Act, 1894) 
down no special conditions other than the payment of bounties, 
direct or indirect, it seems io us that it ought to be exercised in 
general accordance with the policy of disciuminating protection 
appioved bv (Toveinmerit and by the Legislature, This, in sub- 
stance, is the principle which I also think ought to gOTern our 
deliberations. The application of this principle to the above 
findings has led me to the conclusion that I must advise the Govern- 
ment of India that a case has been made out for the exercise of 
its powers undei section 8A of the Indian Tariff Act in the national 
interest, and foi the imposition thereunder of a countervailing 
duty of Rs. 1-8-0 per ton on all South African coal entering India. 
Sfv colleagues, however, have come to the opposite conclusion. 

4. The main cause of this difference of 

of disagreement. methods of approaching the 

subject. My colleagues sayj 

‘‘ Since the war action has several times been taken in the 
Fnited Kingdom to safeguaid industries, which suffer 
from unfair competition, and it may be worth while to 
explain what the points are which are investigated before 
a decision is reached, for they offer valuable guidance as 
to tbe circumstances relevant in an enquiry into unfair 
competition 


* 7.S'. Qd. according to my view, 
t Paragraph 64 of the Majority Report 
t Paragraph 65 of the Majority Report. 
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APPENDIX III. 

Analysis of worhs costs. 



South 

INUIA 

Indus- 

TRIiliS 

LiatITED. 

Indian Cbieent Company Limited. 

Katni 

Cement 

AND INDUS- 
TEIAD 

Company 

Limited. 

Bundi Poetland 
Cement limited. 

JUBBULPOEE 
l>OETLAND 
Cement 
! Company 
Limited. 

Gw ALICE Cement Company Limited. 

Punjab 

POETIAND 

Cement 

Limited. 

Centeal 
, PEO'INCES 
i Poetland 
CEMENT 
Company 
Limited. 


Actual 

costs 

19^2-23. 

Actual 

costs 

1923 

JSstimated 

costs 

Estimated future 
costs given capacity 
output. 

Actual 

costs 

1923. 


1 

Estimated 

future 

costs, 

given 

capacity 

output. 



Estimated 
costs 1928 
it output 
had been 
equal to i 
capacity, i 

1 

Estimated 
future costs, 
givea capa- 
city output. 




output 
had been 
equal to 
capacity. 

(a) 

as given 
by the 
Company 
originally. 

(b) ^ 
as revised 
by the 
Company. 

Actual 
costs 1923. 

Actual 
costs 1923. 

Actual 
costs 1923, 

Actual 

costs 

1923. 

Actual 

costs 

1923. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

Materials .... 

29-04= 

8*50 

8-50 ; 

3 50 

L3 06 

5*00 

2>60 

2 50 

3-14 

8-10 

3*10 

2-80 

1-G6 

4-38 

Labour .... 

8 30 

4-18 

2-09 

3 00 

1 

1 

L3-00 

1 1*06 

|3‘08 

3 00 

1*74 

1-93 

1*75 

1-65 

3-57 

2*27 

B^palts aud]inilabeaanoe 

14-47 

6*67 

S-34 

3-50 

P'14 

4*44 

I3-58 

3 50 

1-63 

5-17 

2*50 

1*24 

i 

3*21 

** 

aatural aai misseUaneous 

28*06 

,8-11 

4*05 

4-50 

|4 50 

8*60 

4*65 

4 00 

5-62 

8-80 

4-18 

1 

3-91 

5-73 

6-17 

totaJ doS^tS' other- than power 
and fu61 

80*47 

22 46 

12*98 

14*50 

12 70 


:13*91 

13-00 

12-13 

19 00 1 

11-53 

9-10 

14*17 

12*82 

'Tower and fuel . * 

2$-05 

20*50 

1 

20-60 

15*75 

111-71 


, 16*90 

12-00 

19-83 

13*93 

* 9-18 

7*30 

1 11*13 

9-89 

Total works costs , . 

103-52 

42*96 

33*48 

80*25 


27*00 

30-81 

26-00 

81-96 

1 32*98 

20*71 

16-40 

25-80 

i 

22*71 

I?aoldag *' • * 

4*S2 

. — 4.>* 

9*25 

9*25 

7-25 

*6-63 

8*00 

B 

9-06 

* 8-00 

9 00 

9-00 

7*30 

8*80 

715 , 

costs, tos;p’ 

K j’dtodbig overhead^ | 

108*34 

, ■ 52-21 

^ 42*73 

37*00 

84*06 

35-00 

' 39-98 

34-06 

39*96 


29*71 

23*70 

$4*10 


' "1 ^ 

- 

— l-OO* 

: — i-oo* 

—1*00* 

—1-00* 

*' 


-- 

-• 


-~1 00* 

—1 00* 

-* 


.TOM 

X08-84 



36-50 

33*06 

36*00 

■ 

' 34-00 

30-96 

40*98 

28*71 

2*2*70 

34*10 

m 


•'ih.flaA deductioa eii tries are due to tiie system of book-keeping follQ'^''ed by tbe Ootapsnies (See otaj evide^ies of Indian Oement Company), 
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